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FOREWARD
The l a s t  f i f t e e n  y e a rs  were a tim e o f  ra p id  and o f te n  d is ru p ­
t i v e  p o l i t i c a l  and eoonomic change fo r  th e  w orld . New in s t i t u t i o n s  
were c u l t iv a te d  and c a u tio u s ly  n u r tu re d  in to  bloom w hile  advances in  
economic and s o c ia l  w e ll-b e in g  were pursued w orld wide by w hatever 
methods seemed s u i ta b le  and f e a s ib le  fo r  th e  n a tio n  o r  n a tio n s  in v o lv ed . 
One o f  th e  most s ig n i f ic a n t  i n s t i t u t i o n s  t o  emerge from th i s  p o s t war 
e ra  was born tw elve y ea rs  a f t e r  V-E Day in  March o f  1957 when th e  
T reaty  o f  Rome was s ig n ed  e s ta b l is h in g  th e  European Economic Community 
(EEC). The e x te n s iv e  economic upheaval fo llow ing  World War I I  i n i t i a t e d  
a s p i r i t  o f  c o o p e ra tio n  which was to  be fo rm a lized , expanded and evolved 
by t h i s  T re a ty . According to  th e  document i t s e l f :  " I t  s h a l l  be the
aim o f  th e  Community, by e s ta b l is h in g  a Common Market and p ro g re s s iv e ly  
approxim ating  th e  economic p o l ic ie s  o f  Member S ta te s ,  to  promote 
throughout th e  Community a harmonious development o f economic a c t i v i t i e s ,  
a continuous and b a lan ced  expansion , an in c rea sed  s t a b i l i t y ,  an a c c e l­
e ra te d  r a i s in g  o f  th e  s ta n d a rd  o f  l iv in g  and c lo s e r  r e la t io n s  between 
i t s  Member S ta t e s ."  ( A r t ic le  2) The e v o lu tio n  o f  th e  EEC and i t s  
"su ccesses"  and " f a i lu r e s "  in  accom plishing i t s  o b je c tiv e s  have been 
w e ll s tu d ie d  and documented s in c e  i t s  beg inn ings on th e  25th o f  March 
1957 .1
ISee Appendix I I  f o r  a p p ro p ria te  re fe re n c e s .
i i i
On th e  8th o f  June 1959, th e  government o f  Greece in d ic a te d  
t h e i r  f a i th  in  th e  b e n e f ic ia l  a sp ec ts  o f  th e  European Economic Community 
by su b m ittin g  a re q u e s t f o r  e x p lo ra to ry  t a lk s  w ith  th e  Community con­
cern ing  A r t ic le  238 o f th e  T rea ty  o f  Rome, i . e . ,  th e  A r t ic le  o f  
A sso c ia tio n . The re q u e s t cu lm inated  in  a second document s ig n ed  on 
J u ly  9 ,  1961, in  A thens, G reece, which in tro d u ced  on November o f  th e  
fo llow ing  y e a r  th e  p rocedures through which Greece could  a t t a i n  f u l l  
membership in  th e  EEC. The Athens T reaty  was one o f a s s o c ia t io n  r a th e r  
than  membership pure and sim ple because i t  was n ecessa ry  f o r  Greece to  
advance tow ard f u l l  in te g ra t io n  a t  a more d e l ib e r a te  pace th an  th a t  
a llow ed under A r t ic le  237, th e  Membership Clause o f  th e  Rome T rea ty .
A sso c ia tio n  was co n sid e red  a p r e r e q u is i te  because o f  th e  v a s tly  
d i f f e r e n t  le v e ls  o f  development t h a t  e x is te d  between Greece and th e  
S ix  ( th e  S ix  being  th e  o r ig in a l  members o f  th e  EE C ~France, West 
Germany, I t a ly  and th e  Benelux n a tio n s  o f  Belgium , Luxembourg and th e
3
N e th e rla n d s) . Consequently a s o -c a l le d  "harm oniza tion" procedure 
was co n s tru c te d  by th e  n e g o tia t in g  p a r t ie s  which r e f le c te d  th e  re q u ire ­
ments th a t  th e  S ix  co n sid e red  d e c is iv e  i f  f u l l  membership f o r  Greece 
in  th e  Common Market was to  be forthcom ing. At th e  same tim e , however, 
th e se  p rocedures allow ed th e  Greek n a tio n  tim e to  s a t i s f y  any i n i t i a l
2A r t ic le  238 o f  th e  Rome T reaty  s t a t e s :  "The Community may
conclude w ith  a t h i r d  c o u n try , a  union o f  S ta te s  o r  an in te r n a t io n a l  
o rg a n iz a t io n , agreem ents c re a tin g  an a s s o c ia t io n  embodying r e c ip ro c a l  
r ig h t s  and o b l ig a t io n s , jo in t  a c tio n s  and s p e c ia l  p ro ce d u re s ."
3"H arm onization" in v o lv es  th e  t o t a l  co o rd in a tio n  o f  a l l  
economic p o l ic ie s  in  Greece w ith  th o se  p re v a il in g  in  th e  Community.
iv
requ irem en ts  th ey  them selves co n sid e red  c r u c ia l  b e fo re  opening up 
t h e i r  economy f u l ly  and com pletely  t o  th e  m arkets and o b je c tiv e s  o f 
th e  W estern European n a t io n s .1*
The ex ac t in f lu e n c e  th a t  economic in te g ra t io n  and tra d e  p r e f e r ­
ences in tro d u ce s  in  an underdeveloped a re a  has in c re a s in g ly  come to
5
th e  fo re f ro n t  in  c u rre n t economic l i t e r a t u r e .  Although th e  is su e  o f 
f u l l  membership f o r  Greece in  th e  EEC does n o t a r i s e  u n t i l  1984, 
s u f f i c i e n t  tim e has passed  s in c e  th e  T rea ty  to  gain  v a lu ab le  in s ig h t  
in to  th e  degree o f  success  th a t  t h i s  a t te m p t, to  t i e  th e  l i f e b lo o d  o f 
Greece w ith  th a t  o f a n o th e r  body much more econom ically  advanced, 
has enjoyed.
A second in flu e n c e  which grew in  prominence as an in s tru m en t to  
promote economic expansion in  th e  p o s t war e ra  i s  p u b lic  economic 
p o lic y . A lte rn a tiv e  p o lic y  in f lu e n c e s  may tak e  a d i r e c t  o r  an in d i r e c t  
form w ith  th e  choice p a r t ly  determ ined by th e  o v e ra l l  o b je c t iv e s  and 
ph ilosophy o f  th e  n a tio n  i t s e l f .  D irec t p o l ic ie s  g e n e ra lly  n e c e s s i ta te  
an a d m in is tra tiv e  mechanism to  p lan  and implement p u b lic  p o l ic ie s .
This in v o lv es  th e  c re a tio n  o f  a  p lan n in g  commission o r  agency which 
determ ines o b je c t iv e s ,  fo rm u la tes  p ro p o sa ls  to  secu re  th e se  o b je c tiv e s  
and implements th e se  p ro p o sa ls  through a p p ro p ria te  a c t io n . An in d i r e c t  
form o f  p u b lic  p o l ic y ,  on th e  o th e r  hand, r e l i e s  m ainly on th e  market
**EEC B u l le t in . V, No. 9/10 (1 9 6 2 ), p . 8.
5See Appendix I  f o r  re fe re n c e s  to  th e  l i t e r a t u r e  on economic 
in te g ra t io n .  In fo rm ation  on t ra d e  p re fe re n c e s  can be found in  th e  t e x t  
and appendix o f Harry G. Jo h n so n 's  Economic P o l ic ie s  Toward Less Devel­
oped C ountries (W ashington, D. C .: The Brookings I n s t i t u t i o n ,  196V)
and in  th e  papers and p roceed ings o f  th e  U nited N a tio n 's  Committee on 
Trade and Development (UNCTAD).
v
mechanism, r a th e r  th an  form al p lan n in g  m achinery, to  e x e rc is e  i t s  
in flu e n c e  on th e  economy. Some o f  th e  dev ices which can be a l te r e d  
under in d i r e c t  methods t o  in f lu e n c e  reso u rce  a l lo c a t io n  in  th e  economy 
a re  p r ic in g  p o l ic ie s  f o r  s t a t e  e n te r p r is e s  and p u b lic  u t i l i t i e s ,  
fo re ig n  exchange r a t e s ,  s u b s id ie s ,  t a x e s ,  t a r i f f s ,  i n t e r e s t  r a te s  and 
p r ic e  su p p o rt program s.
The choice between th e  le s s  s o p h is t ic a te d  in d i r e c t  c o n tro ls  and 
th e  p redeterm ined  c o n tro ls  a v a i la b le  to  p lanned economies i s  b u t one 
o f  many choices which le s s  developed a reas  must make about t h e i r  fu tu re  
path  o f  developm ent. However, i t  i s  one which w i l l  re v e rb e ra te  back 
onto  t h e i r  economic make-up f o r  many y e a rs . To examine how s u c c e s s fu l  
G reece 's  in d i r e c t  p o l ic ie s  w ere , t h i s  d i s s e r ta t io n  s tu d ie s  t h e i r  im pact 
on th e  re so u rce  a l lo c a t io n  and th e  economic s t r u c tu r e  o f  th e  n a t io n .
To determ ine how s u c c e s s fu l  th e  e f f o r t s  o f  Greek n e g o t ia to r s  were to  
minimize adverse consequences on reso u rce  u t i l i z a t i o n  in  t h e i r  country  
and to  maximize p o te n t ia l  ga ins from the  Athens T re a ty , we a ls o  examine 
th e  r e s u l t in g  im pact o f  th a t  T rea ty  on Greek re so u rce s  and on th e  
economic s t r u c tu r e  o f  th e  n a t io n .
The a c tu a l  harm onization  p ro cess  undertaken in  Greece in  
co n ju n c tio n  w ith  th e  EEC a s s o c ia t io n  and th e  dom estic p o l ic ie s  imposed 
to  a l t e r  re so u rce  a l lo c a t io n  p rov ide  w ell-docum ented source  m a te r ia ls  
which can h e lp  b rid g e  th e  gap between e le g a n t t h e o r e t ic a l  models and 
th e  p r a c t i c a l  problem s and is s u e s  faced  d a i ly  in  th e  develop ing  w orld . 
This d i s s e r ta t io n  i s  p r im a r ily  a  case s tu d y  designed  t o  i l l u s t r a t e  a 
number o f t h e o r e t ic a l  and a n a ly t ic a l  concep ts debated  in  th e  l i t e r a t u r e
o f  development econom ics. Secondary c o n s id e ra tio n s  d eriv ed  from t h i s  
m ajor purpose in c lu d e  th e  ap p ro p ria te n e ss  o f e x is t in g  assum ptions in  
development th e o ry , c o n s id e ra tio n s  in  th e  e s ta b lish m e n t o f a l t e r n a t iv e  
in d u s t r i a l i z a t io n  schem es, th e  im portance o f  d e f in in g  g o a ls ,  p o s s ib le  
methods of im plem enting economic p ro g re s s , measurement o f th e  p ro g re ss  
o f  development in  an economy s e n s i t iv e  to  fo re ig n  t r a d e ,  and , most 
im p o rta n tly , d e f in in g  th e  r o le  and th e  in f lu e n c e  o f  t ra d e  p re fe re n c e s  
and economic p o lic y  to  s tim u la te  economic expansion and serve  as an 
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ABSTRACT
Economic development became a  m ajor world concern in  th e  p o s t 
World War I I  y e a rs . However, s in c e  each n a tio n  faced  and had to  over­
come i t s  own unique c o n s tr a in ts  to  ach ieve a l a s t in g  economic expan­
s io n  in  i t s  a g r i c u l tu r a l ,  i n d u s t r i a l  and e x te rn a l  s e c to r s ,  no s in g le  
d e s c r ip t io n  o f  development o r p r e s c r ip t io n  fo r  development met th e  
needs o f  every  s i t u a t io n .  C erta in  growth c h a r a c t e r i s t i c s  reappeared  
o fte n  enough to  be i d e n t i f i e d ;  o th e rs  were more e lu s iv e .  S im ila r ly ,  
c e r ta in  p r e s c r ip t iv e  tech n iq u es  were advocated  in  s u f f i c i e n t ly  s tro n g  
doses to  w arren t f u r th e r  in v e s t ig a t io n .  A thorough tre a tm e n t o f  a l l  
th e  re le v a n t  a sp e c ts  i s  im possib le  in  a s in g le  volume; co n seq u en tly , 
our s tudy  d ea ls  only w ith  th e  ro le  th a t  economic p o lic y  and tra d e  
p re fe re n c e s  p layed  in  a s in g le  n a t io n 's  economic development and 
tra n s  fo rm atio n .
Greece was chosen as th e  n a tio n  o f  study  in  p a r t  because i t  
re c e iv e s  p r e f e r e n t i a l  access  to  EEC m arkets as th e  r e s u l t  o f  an a g re e ­
ment i t  s ig n ed  w ith th e  EEC in  November, 1962. This agreem ent allow s 
Greek i n d u s t r i a l  (and many a g r ic u l tu r a l )  p roducts  to  f r e e ly  e n te r  EEC 
m ark e ts. F u ll Community membership becomes p o s s ib le  in  198*+. The 
second p r e s c r ip t io n —th a t  o f  u s in g  dom estic p o lic y  to  in flu en c e  
reso u rce  a l lo c a t io n — lik ew ise  i s  p a r t  o f  th e  Greek development schema. 
Numerous l e g i s l a t i v e  and a d m in is tra tiv e  d i r e c t iv e s  in tro d u ced  by th e
x i
Greek government in  th e  l a s t  f i f t e e n  y e a rs  focus a t t e n t io n  on and h e lp  
overcome th e  development needs o f  th e  n a t io n .
Greek in d u s try ,  a g r ic u l tu r e  and fo re ig n  tra d e  p ro sp ered  under 
the  a id  o f  th e  EEC agreement and ju d ic io u s  dom estic p o l i c i e s .  Through­
ou t th e  s i x t i e s ,  numerous a l t e r a t io n s  in  th e  b a s ic  economic s t r u c tu r e  
o f  Greece took p lace  to  e s ta b l i s h  a  c lim a te  a p p ro p ria te  t o  s e l f ­
s u s ta in e d  developm ent. A g r ic u l tu r a l ly , t h i s  invo lved  develop ing  
aw areness o f th e  im portance o f  a d a p ta b i l i ty ,  as w e ll as in  in tro d u c in g  
new crops and new methods o f  p ro d u c tio n . Moreover, government sub­
s id ie s  and su p p o rt p r ic e s  were employed in  such ways as t o  expand the 
realm  o f  th e  p r ic e  mechanism a s  a d i r e c to r  o f  re so u rc e s .
The v ir tu e s  o f  th e  p r ic e  mechanism a re  f u r th e r  re in fo rc e d  by 
in d u s t r i a l  expansion . G reece 's  open economy allow s r e l a t iv e ly  fre e  
e n try  and e x i t  fo r  e x p o rts  and im p o rts , th e reb y  p ro v id in g  a more 
a p p ro p ria te  comparison to  w orld p r ic e - c o s t  r e la t io n s h ip s .  This e lim ­
in a te s  some o f th e  r i s k  and d i f f i c u l t y  o f co s t a l lo c a t io n  in  investm ent 
d e c is io n s ,  f o s te r s  com p etitiv e  c o n d itio n s  and encourages an a l lo c a t io n  
o f re so u rces  in  th e  i n d u s t r i a l  s e c to r  in  l in e  w ith m arket fo rc e s .
The phenomenal in c re a se  in  i n d u s t r i a l  development and e x p o rts  over the  
l a s t  f iv e  y ea rs  r a th e r  b la ta n t ly  i l l u s t r a t e s  th e  success  o f  th i s  
approach fo r  G reece. In a d d i t io n ,  a s tro n g e r  base from which to  b u ild  
fu tu re  development now e x i s t s  in  G reece.
The EEC a s s o c ia tio n  h e lp ed  th e  i n d u s t r i a l  and a g r i c u l tu r a l  
s e c to rs  to  p r o f i t  from i t s  in c re a se d  p ro d u c tio n  p o s s i b i l i t i e s  by 
opening up f re e  access  in  la rg e  fo re ig n  m arkets fo r  Greek p ro d u c ts .
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I t  a ls o  promoted g r e a te r  freedom o f  choice in  re g a rd  to  fu tu re  
expansions.
A phenomenal le v e l  o f  p r ic e  and p o p u la tio n  s t a b i l i t y ,  easy 
access  to  m ajor m arkets and an in t e r e s t e d ,  b u t n o t o v erb earin g  
governm ent, a re  key a s s e ts  in  th e  Greek developm ent e f f o r t .  The 
governm ent's r o l e ,  a lthough  no more p re c is e ly  d e fin e d  than  to  promote 
and f o s te r  th e  expansion o f th e  n a t io n 's  s ta n d a rd  o f  l i v in g ,  i s  a 
c r u c ia l  s tim u lu s  to  th e  development o f  what o r ig in a l ly  was a very 
weak m arket mechanism. By encouraging  i t s  use and by developing  
confidence in  i t ,  economic expansion  became a p ro cess  in  which freedom 
o f  e n te rp r is e  s tro n g ly  compliments p lann ing  and d i r e c t io n .  Each p lay s  
i t s  own ro le  and each d e se rv e s , to g e th e r  w ith  th e  EEC agreem ent, 
co n s id e rab le  c r e d i t  f o r  th e  p ro g ress  which o ccu rred  in  Greece s in ce  
1960.
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PART Is  THE POLITICAL AND ECONOMIC SETTING
CHAPTER I :  INTRODUCTION
STATEMENT OF THE PROBLEM
An overview o f  th e  a v a i la b le  l i t e r a t u r e  on economic development 
is s u e s  in d ic a te s  a s ig n i f i c a n t  gap between th e o r e t ic a l  p re s e n ta tio n s  
and p r a c t i c a l  a p p l ic a t io n s .  Ever s in c e  th e  p reoccupation  w ith  econ­
omic expansion a f t e r  World War I I  a ro s e ,  t h e o r e t ic a l  ex p la n a tio n s  p re ­
dominated th e  s tu d y  o f  economic developm ent, s ta y in g  w e ll ahead o f 
s tu d ie s  employing th e se  p re c e p ts  t o  analyze a c tu a l  development s i t u a ­
t i o n s .  This chasm i s  most r e a d i ly  ap p aren t in  th e  developing  n a tio n s  
where rudim entary  economic knowledge i s  seldom a p p lie d  to  d ea lin g s  
in v o lv in g  even th e  most sim ple o f economic is s u e s .^ - At th e  o th e r  end 
o f  th e  spectrum  in  development economics r e s t s  th e  s t r i c t  p r a c t i t io n e r  
who views th e  development p rocess  through h is  unique ex p erien ces  as 
everywhere s in g u la r ,  f in d in g  no s im i la r i ty  in  th e  o v e ra l l  r e la t io n s h ip s  
th a t  economic a n a ly s is  m ight a f fo rd . The tendency o f  th e  p r a c t i t io n e r  
to  ignore  economic p r in c ip le s  i s  r e in fo rc e d  by th e  t h e o r i s t s 's  a n a ly s is  
which by n e c e s s i ty  r e s t s  on e le g a n t model b u ild in g  tech n iq u es  u su a lly  
c h a ra c te r iz e d  by s tro n g  assum ptions about c e r ta in ty  and about the 
a v a i l a b i l i t y  o f com prehensive d a ta . These models by t h e i r  very  n a tu re  
a re  unable t o  f u l ly  acknowledge th e  d i f f i c u l t  ta sk  o f d e fin in g  th e
^Gustav F. Papenek, D aniel M. Schydlowsky and Joseph J .  S te rn ,  
D ecision Making fo r  Economic Development: Text and Cases ( B oston:
Houghton M iff lin  Company, 1971), p . 1.
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3complex goads o f a  s o c ie ty ,  and th e r e f o r e ,  u s u a lly  p o s tu la te  from very 
sim ple o b je c tiv e s  n o t im m ediately a p p lic a b le  to  th e  problems th e  p ra c ­
t i t i o n e r  fa c e s .  However, i f  econom ists a re  t o  f u l ly  a s s i s t  development 
e f f o r t s  in  th e  T h ird  World ( e s p e c ia l ly  th o se  in v o lv in g  some degree o f 
p lan n in g ) avo id ing  both  extrem es appears n e c e ssa ry .
The use o f  case s tu d ie s  in  which th e  in fo rm atio n  a v a ila b le  to  
both  ends o f t h i s  spectrum  can be sy n th e s iz ed  in  one way t o  s u c c e s s fu l ly  
b rid g e  t h i s  gap between th eo ry  and p r a c t ic e .  Although each n a tio n  
p re se n ts  a g iven s o c i a l ,  c u l tu r a l  and p o l i t i c a l  framework, a g iven 
amount o f  a v a i la b le  s t a t i s t i c a l  d a ta  and a  s p e c i f i c  s e t  o f  c o n s tr a in ts  
and v a lu es to  r e s o lv e ,  p re c is e  a n a ly t ic a l  te ch n iq u es  u t i l i z i n g  e s ta b ­
l is h e d  economic p re c e p ts  can draw from th i s  melange c e r ta in  co n s id e ra ­
t io n s  o r c h a r a c te r i s t i c s  common to  more than  a s in g le  development 
s i t u a t io n ;  th a t  i s ,  th e  t h e o r e t ic a l  and m ethodo log ical approaches used 
to  examine th e  unique q u a l i ty  o f each case shou ld  a ls o  succeed in  gen­
e r a t in g  some common th re a d s  en ab lin g  g e n e ra l p r in c ip le s  to  be woven 
from th e  co n cre te  ca se . At th e  same tim e i t  shou ld  allow  f o r  th e  
acknowledgement and com pensation o f  a l l ,  o r  most a l l ,  o f  th e  l im i ta ­
t io n s  t h i s  background imposes on th e  d e c is io n  m aker, p a r t i c u la r ly  th e  
u n c e r ta in ty  which p r e v a i ls  in  such u n s ta b le  e n t i t i e s  as underdeveloped 
n a tio n s .
A case s tu d y  approach i s  one o f  th e  most f e a s ib le  methods o f 
in c o rp o ra tin g  the  t h e o r e t i c a l  w ith th e  everyday s i t u a t i o n ,  p rov ided  i t  
meets c e r ta in  c r i t e r i a .  F i r s t  o f  a l l  i t  must cover a wide enough 
spectrum  o f  to p ic s  to  e la b o ra te  on s p e c i f ic  is s u e s  o r d e c is io n s  o f  
common concern o r  i n t e r e s t  in  more than  th e  s in g le  a re a  under s tu d y .
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Second, i t  must i l l u s t r a t e  a c tu a l  problem s i tu a t io n s  to g e th e r  w ith  
t h e i r  e v en tu a l r e s o lu t io n  ( i f  such e x i s t ) .  And f i n a l l y ,  i t  shou ld  
in d ic a te  through i t s  use o f economic a n a ly s is , o th e r  p o s s ib le  a l t e r n a ­
t i v e  a c tio n s  which might have accom plished th e  same th in g .
Greece was chosen as th e  a re a  o f  s tu d y  in  t h i s  d i s s e r ta t io n  
w ith  th e se  c r i t e r i a  in  mind. I t  i s  a p a r t i c u la r ly  in te r e s t in g  and use­
f u l  a re a  to  s tu d y  in  p a r t  because i t s  t i e s  to  th e  European Community 
enab le  i t  t o  r e a l iz e  t r a d e  p re fe re n c e s—som ething le s s  developed a re a s  
everywhere have been anxious to  implement as an a id  to  developm ent.
Here t h e i r  s ig n if ic a n c e  in  an a c tu a l  s i tu a t io n  i s  e v a lu a te d . Of eq u a l 
im portance are  th e  numerous in d i r e c t  b u t d e l ib e ra te  p o lic y  m easures 
Greece used to  a f f e c t  i t s  economic expansion . S im ultaneously  i t  r e l i e d  
h e a v ily  on th e  p r ic e  mechanism as th e  means t o  implement i t s  p u b lic  
p o l i c i e s .  This somewhat unusual emphasis on th e  p r ic e  system  in  a 
developing  a re a  m e rits  ou r a t te n t io n  and e v a lu a tio n  s in c e  i t s  use i s  
so  o f te n  downplayed o r  d isp a rag ed  in  th e  T h ird  World (when a p r io r i  i t  
would seem to  be a most u s e fu l  mechanism fo r  gu id ing  and ra t io n in g  
re s o u rc e s ) .  Because economic p o lic y  and tra d e  p re fe ren ce s  a re  a ls o  
a reas  o f deep concern in  o th e r  le s s  developed n a t io n s ,  although th e  
em phasis and ro le  each p lay s  in  economic development v a r ie s  w ith 
n a t io n a l  c ircu m stan ces , th e  conc lu sio n s  and a n a ly s is  reached  h e re  w i l l  
be o f  i n t e r e s t .
^Trade p re fe re n c e s  a re  a m ajor is su e  o f  d isc u ss io n  in  numerous 
UNCTAD p re s e n ta t io n s  ( e s p e c ia l ly  P roceedings o f  th e  U nited N a tio n ’s 
Conference on Trade and Development, Volumes 1 -6 , 1964) where th e  r e ­
s t r i c t i v e  n a tu re  o f  t ra d e  p ra c t ic e s  in  advanced a reas  a re  d e a l t  w ith  in  
d e t a i l .  The ro le  o f economic p o lic y  i s  c lo s e ly  a s so c ia te d  w ith  th e  use
5The r o le  o f  tra d e  p re fe re n c e s , p u b lic  p o lic y  and th e  market 
mechanism in  th e  economic expansion o f le s s  developed n a tio n s  a ls o  was 
a concern o f  t h e o r e t ic a l  w r i te r s  th roughou t th e  l a s t  two d ec ad e s .3 An 
understand ing  o f  th e  th e o r e t ic a l  works i s  e s s e n t i a l  in  comprehending 
th e  a p p ro p ria te  s i t u a t io n ( s )  under which tra d e  p re fe ren ce s  and economic 
p o lic y  can se rv e  as to o ls  o f  developm ent. By choosing a  n a tio n  such 
as Greece where u n c e r ta in ty  and le s s  th an  complete knowledge p re v a i ls  
as th e  a re a  onto  which to  impose t h i s  th e o r e t ic a l  background, we can 
examine and analyze th e  p r a c t i c a l  problems and rep e rc u ss io n s  which 
a r i s e  in  th e  a p p lic a t io n  o f  tra d e  p re fe re n c es  and economic p o lic y . In 
r e tu rn  we can a ls o  shed l i g h t  on new a reas  where a d d i t io n a l  th e o r e t ic a l
2 (c c n t)  o f  p lan n in g  mechanisms to  promote developm ent; how ever, 
in d i r e c t  p o lic y  means and ends a re  a ls o  d iscu ssed  e x te n s iv e ly  in  many 
so u rces  in c lu d in g  p u b lic a t io n s  o f th e  U nited N a tio n s; B. Hansen and 
G. A. Marzouk1 s Development and Economic P o lic y  in  th e  UAR (Egypt) 
(Amsterdam: North H o llan d , 1965); V. L. U rq u id i, th e  C hallenge o f
Development in  L atin  America (New York: P ra e g e r , 1964); M. u l  Haq,
The S tra te g y  o f Economic P lanning  (London: Oxford U n iv e rs ity  P re s s ,
19567:
3T w o books which d e a l e x te n s iv e ly  w ith  th e  th e o r e t ic a l  is s u e s  
in  response o r  c l a r i f i c a t i o n  o f  th e  p o s it io n  o f UNCTAD are  Harry G. 
Johnson’s Economic P o l ic ie s  tow ard Less Developed C oun tries  (Washing­
to n ,  D. C .: The Brookings I n s t i t u t i o n ,  1967) and Sidney G. W ein trau b 's
Trade P o licy  f o r  Less Developed C oun tries (New York: P ra e g e r, 1966).
The r o le  o feco n o m ic  p o lic y  a id  th e  market mechanism a re  d e a l t  w ith  
a ls o  in  many p la c e s  in c lu d in g  R. N. T r ip a th y , " C r i te r ia  f o r  th e  Choice 
o f  Investm ent P ro je c ts  in  Development P lan n in g ,"  Ind ian  Jo u rn a l o f 
Economics, XLV, No. 176 (Ju ly  1964), 69-81; A. Qayum, *'Long Term 
Growth o f  a Developing Econoray," Economia In te m a z io n a le , XVII, No. 3 
(August 1964), 437-45; W alter I s a rd  and John H. Cumberland, Developed 
A reas: Papers and Proceedings o f  th e  F i r s t  Study Conference on Problems
of1 Economic Development ( f ra r ls :  OECD P u b lic a tio n s  C en te r, l $ 5 l ) ;  and
I . Aclelman and E. Thorbeke, The Theory and Design o f  Economic Develop­
ment (B a ltim o re : Johns Hopkins f’r e s s ,  1966). The o v e ra l l  r e la t io n s h ip
between economic p o lic y  and th e  methods used to  implement i t  a re  d is ­
cussed a t  len g th  in  Hla M yin t's  Economic Theory and th e  Underdeveloped 
C oun tries  (London: Oxford U n iv e rs ity  P re s s ,  1971).
6a n a ly s is  i s  needed. The a d d i t io n a l  in s ig h t  w i l l  h o p e fu lly  encourage 
more in -d ep th  s tu d ie s  in to  o th e r  such concerns in  th e  le s s  developed 
a reas  by in d ic a t in g  th e  b e n e f i ts  which a r i s e  from a b len d in g  o f  th e o -
ti
r e t i c a l  background and p re c e p ts  w ith  a g iven  s i tu a t io n .
P o la r iz a tio n  o f  non-member p o o re r n a tio n s  from r ic h e r  member 
n a tio n s  o f  th e  w orld i s  l ik e ly  u n le ss  a d d i t io n a l  co opera tion  w ith o th e r  
n a tio n s  and e s ta b l is h e d  u n io n iz a tio n  schemes becomes a r e a l i t y . 5 The 
q u es t f o r  economic expansion u s u a lly  lead s  to  t r a d e ,  p r e f e r e n t ia l  
g ro u p in g s , a id ,  p re fe re n c e s , o r  o th e r  such mechanisms which f o s te r  
a d d it io n a l  t i e s  a n d /o r  f u r th e r  co o p era tio n  between th e  v ario u s  n a tio n s  
o f  th e  w orld . The p o te n t ia l  im pact o f  such a l t e r n a t iv e  arrangem ents o f 
tra d e  between th e  two groups o f n a tio n s  in f lu e n c e s  t h e i r  o v e ra l l  d ev e l­
opment scheme, s e rv in g  in  a p o s i t iv e  o r n e g a tiv e  way. C onsequently , 
s tu d ie s  such as t h i s  one in to  d isc r im in a to ry  methods and t h e i r  l ik e ly  
e f f e c t s  on tra d e  b e n e f i t s / lo s s e s  to  r e la te d  s t a t e s ,  can prov ide su p p le ­
m entary in fo rm atio n  u s e fu l  in  th e  search  f o r  economic expansion . In 
p a r t i c u la r ,  s tu d ie s  p ro v id in g  in s ig h t  in to  th e  com plexity  o f economic 
arrangem ents jo in in g  economies a t  d i f f e r e n t  s ta g e s  o f development (where 
no easy o r sim ple s o lu t io n s  t o  economic r ig h ts  o r  o b lig a tio n s  o r conse­
quences a re  in  ev idence) can se rv e  as an im p o rtan t ad ju n c t to  t r a d i ­
t i o n a l  o u tlo o k s . A s tu d y  o f th e  scope o f  Greek and Greek-EEC a rran g e ­
ments and t h e i r  denouement on th e  Greek n a tio n  i s  one p lace  where t h i s
4An understand ing  o f  economic th e o ry  h e lp s  one to  i s o la t e  key 
v a r ia b le s ;  in  a d d i t io n ,  i t  a s s i s t s  th e  p r a c t i t i o n e r  in  developing th e  
s k i l l s  and r ig o r  n ecessa ry  f o r  coping w ith  a m u lt i-v a r ia b le  s i tu a t io n .
^This in  no way i s  meant to  imply th a t  i t  i s  the  only p o s s ib le  
t ra d in g  p o lic y  a l t e r n a t iv e  in  th e  f u tu r e .  I t  i s  th e  concern o f t h i s  
p ap er however and i s  s t r e s s e d  f o r  t h i s  re a so n .
7w idening and augmenting o f  t r a d i t i o n a l  a n a ly s is  can b eg in . The 
a s s o c ia t io n  between Greece and th e  EEC i s ,  however, on ly  one r e p re ­
s e n ta t iv e  o f  a complex w hole, chosen because o f th e  a v a i l a b i l i t y  o f  
in fo rm a tio n , re le v a n c e , and i t s  a b i l i t y  to  shed a d d i t io n a l  l i g h t  on the  
p re se n t s t a t e  o f  economic und erstan d in g  on th e  is s u e s  o f  economic 
p o lic y  and tra d e  p re fe re n c e s  as to o ls  o f developm ent.
METHODOLOGY OF THE STUDY
Our a n a ly s is  i s  m eaningful on ly  i f  we have a f u l l  under­
s tan d in g  o f  th e  p a s t  and c u rre n t h is to r y  and o b je c tiv e s  o f  th e  Greek 
economy. By l im it in g  th e  s tu d y  to  a s in g le  n a t io n ,  t h i s  e s s e n t i a l  
background in fo rm atio n  i s  more e a s i ly  p rov ided  (and th e  len g th  o f th e  
d i s s e r ta t io n  k ep t more m anageable). A la rg e  amount o f s t a t i s t i c a l  
in fo rm atio n  i s  p rov ided  to g e th e r  w ith d e ta i le d  d e s c r ip t io n s  o f  th e  
economy and i t s  i n s t i t u t i o n a l  s t r u c tu r e .  The p ic tu re  p re se n te d  here  
i s  as d e ta i le d  a p ic tu re  as i s  a v a ila b le  to  th e  government and i n t e r ­
n a t io n a l  o f f i c i a l s .  The gaps which s t i l l  e x i s t  a r is e  from d e f ic ie n c ie s  
in  a v a i la b le  d a ta .
Once th e  h i s t o r i c a l  and s t a t i s t i c a l  d a ta  a re  p re se n te d , an 
in te r p r e ta t io n  o f t h i s  d a ta  w ith  th e  h e lp  o f  a v a i la b le  economic to o ls  
ta k e s  p la c e . This a n a ly s is  adds depth to  (and perhaps some g e n e ra l
6The d a ta  in  th e  s tu d y  are  d eriv ed  from f iv e  prim ary so u rc e s— 
th e  Greek S t a t i s t i c a l  S erv ice  (NSSG), th e  Bank o f  G reece, th e  O rganiza­
t io n  fo r  Economic C o-operation  and Development (OECD), th e  U nited  
S ta te s  Government and th e  U nited  N ations. A ll o f  th e se  sou rces p u b lish  
annual o r  b ian n u a l economic r e p o r ts  which d e a l w ith Greece a n d /o r  w ith 
th e  W estern and Southern European n a t io n s .
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te n e ts  about) th e  p ro cess  o f  economic tra n sfo rm a tio n  and growth. The 
s t a t i s t i c a l  in d ic a to r s  a re  f u r th e r  used to  measure th e  im pact o f  c e r ­
t a i n  development p o l ic ie s  on dom estic ex p an sio n , e s p e c ia l ly  th o se  
b ea rin g  on tra d e  o r ie n ta t io n  and p ro d u c tio n  p a t te r n s .
We beg in  our s tudy  w ith  a d e s c r ip tio n  o f  th e  p re v a il in g  
economic s i tu a t io n  o f  Greece a t  th e  s t a r t  o f  th e  a s so c ia tio n  p e rio d  
(1959-1962). Once t h i s  i s  e s ta b l is h e d ,  th e  v ario u s  changes in  th e
O
economic s t r u c tu r e  a r i s in g  in  th e  1962-1970 p e rio d  and th e  methods 
in tro d u ced  to  f o s te r  th e se  changes are  exam ined. Once th i s  h i s t o r i c a l  
p ic tu re  i s  com pleted , we then ex p lo re  and analyze th e  ro le  th a t  tra d e  
p re fe re n c e s  ( th e  EEC a s s o c ia t io n )  and p u b lic  p o lic y  had in  th e  expansion 
and development o f a g r i c u l tu r e ,  in d u s try  and th e  ba lance  o f  payments o f  
th e  Greek economy, employing e x p l i c i t  and im p l ic i t  use o f economic 
th eo ry  to  a s s i s t  in  in te r p r e t in g  th e  a v a ila b le  f a c tu a l  d a ta . In  t h i s  
manner we can d isc e rn  and d e l in e a te  s e v e ra l  im portan t v a r ia b le s  in  
Greek development e f f o r t s .  In a d d itio n  we can judge th e  p o l ic ie s  under­
taken  to  improve th e  u t i l i z a t i o n  o f  s ca rc e  re so u rc e s . Once th i s  a n a ly s is
7By economic tra n s fo rm a tio n  we mean n o t only economic growth 
bu t a ls o  a p p ro p ria te  changes in  c r u c ia l  f a c to rs  which c o n tro l th e  
q u a l i ty  o f  l i f e , th e reb y  b reak in g  down th e  o b s ta c le s  t o  growth and p ro ­
m oting a n d /o r  c re a t in g  an environm ent in  which s e lf -g e n e ra te d  changes 
in  p ro d u c tio n  p a t te rn s  can occur.
®The term  "economic s t r u c tu r e "  o r  " s t r u c tu re  o f the  economy" 
r e f e r s  to  th e  d i s t r ib u t io n  o f re so u rce  a l lo c a t io n  o r  p a t te rn  o f produc­
t io n  w ith in  an economy. For exam ple, i f  a t  th e  s t a r t  o f a  p e r io d  th e  
bulk  o f ou tpu t i s  a g r i c u l tu r a l  and over tim e in d u s try  comes t o  p lay  a 
la r g e r  ro le  than  i t  d id  a t  th e  s t a r t  o f  th e  p e r io d , we have had a 
change in  th e  s t r u c tu r e  o f th e  economy. In a d d i t io n ,  i f  re so u rces  
w ith in  a given s e c to r  a re  a l t e r e d ,  i . e . , i f  more autom obiles and few er 
t r a c to r s  a re  produced th e re  has been a change in  th e  economic o r  in d u s­
t r i a l  s t r u c tu r e .
9i s  com pleted a d isc u ss io n  o f some fundam ental is s u e s  o f economic d ev e l­
opment i s  undertaken  in  l i g h t  o f  o u r co n c lu sio n s  about th e  Greek 
economy.
LIMITING FACTORS IN THE STUDY
This approach may be c r i t i c i z e d  f o r  i t s  im p re c is io n . However, 
even rig o ro u s  m athem atical and s t a t i s t i c a l  a ttem p ts  by o th e rs  to  
measure "dynamic e f f e c t s "  o f  im portan t v a r ia b le s  s im i la r  to  ones used
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in  our s tudy  a re  s u b je c t  to  co n tro v e rsy . The b a s ic  problem which 
p lagues any a ttem p ts  to  p r e c is e ly  e v a lu a te  th e  in flu e n c e  o f  p re fe re n ­
t i a l  tra d e  c o n d itio n s  o r  p o lic y  in flu e n c e s  i s  th e  n e c e s s i ty  o f comparing 
an a c tu a l  s i tu a t io n  to  a  h y p o th e t ic a l  one d e sc rib in g  th e  same a reas  
w ith o u t such c o n s id e ra tio n s .^ -0 In a d d itio n  lo n g -term  tre n d s  gen era ted  
by economic co o p era tio n  and in c e n tiv e  p o l ic ie s  may n o t always be ev id en t 
from em p iric a l in v e s t ig a t io n s .
Such d i f f i c u l t i e s  fo rc e  us to  r e ly  on item s whose measurements 
a re  p o s s ib le ,  i .  e . , such th in g s  as changes in  fo re ig n  exchange
^D iscussion  about a ttem p ts  to  measure th e  n e t  g a in s  o r  lo s se s  
o f  th e  "dynamic e f f e c t s "  o f  a re g io n a l  e f f o r t  can be found in  th e  
fo llow ing  so u rc e s : F. K ah n ert, P. R ich ard s , E. S to u t je s d i jk ,  and P.
Thomopoulos, Economic I n te g ra t io n  Among Developing C oun tries  ( P a r i s :
OECD Development C entre S tu d y , 1969); D. Glhai, " T e r r i t o r i a l  D is tr ib u tio n  
o f  th e  B en e fits  and Costs o f  th e  E ast A frican  Common M arket," in  Feder­
a tio n  in  E ast A f r ic a , C. Leys and P. Robson e d i t o r s ,  (N a iro b i: Afpub,
1965); and B. F. M asse ll, E ast A fric a  Economic U nion: An E v a lu a tio n  and
Some Im p lic a tio n s  f o r  P o lic y  ( C a l i fo r n ia :  The Rand C o rp o ra tio n , 1963).
^ A n a ly t ic a l  s tu d ie s  can however h e lp  i s o l a t e  th e  o v e ra l l  
e f f e c t s —f o r  exam ple, ga ins in  w e lfa re  to  a g r ic u l tu r e  may be more than  
o f f s e t  by a d e c lin e  in  w e lfa re  in  th e  i n d u s t r i a l  s e c to r ;  o r ,  incomes 
may in c r e a s e , b u t unemployment grows as w e ll ;  o r ,  low ered p ro te c tio n  
may c re a te  an u n fav o rab le  lon g -ru n  growth s i t u a t i o n .  Not a l l  o f  th ese  
components lend  them selves e a s i ly  t o  com parative m easurem ent, y e t  each 
shou ld  be co n sid e red  in  a thorough e v a lu a tio n  o f  a n a t io n ’s development 
p ro g re s s .
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e a r n in g s ^  and in d u s t r i a l  p ro d u c tio n , changes in  th e  d ire c t io n  o f  
im port and ex p o rt flows between the  re le v a n t  a r e a s ,  r a te s  o f growth o f 
p a r t i c u la r  ty p es  o f im ports and e x p o r ts ,  changes in  economic s t r u c tu r e  
as r e f le c te d  in  ou tp u t p a t te r n s ,  o r  sim ply a l i s t i n g  o f  changes in  th e  
developing  a re a  which can be d i r e c t ly  r e la te d  to  th e  lo c a l  p o l ic ie s  
pursued  o r  to  t ra d e  p re fe re n c e s—m easuring where p o s s ib le  such l i s t i n g s  
in  term s o f  t h e i r  monetary v a lu e . U n fo rtu n a te ly  none o f th e se  in  and 
o f  i t s e l f  p rov ides conc lu siv e  p ro o f about the  b e n e f i t s  and c o s ts  
acc ru in g  to  th e  n a tio n s  in v o lv ed . But by view ing th i s  in fo rm atio n  w ith 
th e  h e lp  o f  economic th eo ry  and a n a ly s is  a deeper u n d erstan d in g  o f  th e  
problems th e  p r a c t i t i o n e r  fa ces  can u n fo ld .
A ccordingly e m p ir ic a l and v e rb a l d e t a i l s  and a n a ly s is  concern ing  
th e  e f f e c t s  th a t  changing f a c to r  s u p p lie s ,  changing in d u s t r i a l  concen­
t r a t i o n  and o p e ra tio n a l  s c a le ,  as w e ll as changing te c h n o lo g ic a l 
c o n s id e ra tio n s  have e x e r te d  on th e  b a s ic  s tr u c tu r e  o f  th e  Greek economy 
a re  p a r t  o f  t h i s  d i s s e r ta t io n .  An e f f o r t  i s  made t o  d isc e rn  w hether 
th e se  were in  response t o  th e  EEC a s s o c ia tio n  agreement o r to  dom estic 
economic p o l ic y ,  o r  w hether th ey  would have evolved spo n tan eo u sly .
The l ik e ly  s i tu a t io n  had Greece n o t employed c e r ta in  l e g i s l a ­
t iv e  measures o r  a s so c ia te d  w ith th e  EEC, i . e . , th e  r o le  o f  th e  hypo­
t h e t i c a l ,  a ls o  i s  h e lp f u l ,  although again  n o t s u b je c t  to  p re c is e  
q u a n t i f ic a t io n .  We a ls o  know th a t  th e  h ig h e r  th e  i n i t i a l  t ra d e  b a r r ie r s  
th e  g r e a te r  th e  p o te n t ia l  b e n e f i t  to  a coun try  from jo in in g  a re g io n a l
^•^This i s  p a r t i c u la r ly  im portan t in  a developing  a re a  where 
fo re ig n  exchange c o n s tr a in ts  e x i s t .
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u n i t . 12 C onsequently , th e  i n i t i a l  t a r i f f  r a te  compared to  th e  
( l ik e ly )  common e x te rn a l  t a r i f f  can give some in d ic a t io n  o f what th e  
r e s u l t s  o f  a s s o c ia t io n  w i l l  be . F urtherm ore , th e  commodities most 
l ik e ly  to  b e n e f i t  o r  lo se  from p re fe re n c e s  can g e n e ra lly  be i d e n t i f i e d .  
I f  th e  Athens T rea ty  i s  indeed  p r e f e r e n t i a l ,  e x p o rts  and im ports to  
Greece from th e  EEC shou ld  grow f a s t e r  than  th o se  from o th e r  re g io n s . 
Exports in c re a se  because commercial b a r r i e r s  a re  low ered making Greek 
goods more com p etitiv e  in  Community m ark e ts; im ports expand because as 
Greek t a r i f f s  on EEC goods d e c l in e ,  t h e i r  goods become r e l a t iv e ly  
ch eap er. Under c e te r i s  p a ra b is  c o n d it io n s ,  t h i s  i s  easy  enough to  
check o u t. U n fo rtu n a te ly , o u ts id e  f a c to r s  in flu e n c e  ex p o rts  and 
im ports and may even in  t h i s  sim ple case account f o r  any m easurable 
d i f f e r e n c e s .13 The type o f  commodity l ik e ly  t o  b e n e f i t  from an 
a s so c ia tio n  o r  low er t a r i f f  r a te s  a re  d e ta i le d  in  th e  c h a p te rs  d ea lin g  
w ith  a g r i c u l tu r a l  and i n d u s t r i a l  developm ent in  G reece.
O ther m easuring rods o f th e  su ccess  o f  t ra d e  concessions and 
economic p o lic y  a re  th e  r a t e  o f in c re a se  in  GNP; changes in  th e  compo­
s i t i o n  and r a t e  o f  growth o f Greek-EEC e x p o rts  and im ports and 
correspond ing  changes in  t h i r d  a re a s ;  changes in  th e  com position o f
12Ingo W alter ( in  The European Common M arket, pp. 7>+-75) shows 
th a t  th e  g r e a te s t  gain  in  th e  r a te  o f growth o£ intra-EEC  tra d e  
occurred  in  th e  n a tio n s  w ith  th e  g r e a te s t  i n t e r n a l  t a r i f f  d e c l in e .  I t  
i s  n o t p o s s ib le ,  how ever, to  do such ran k in g  w ith on ly  one n a tio n  e n t r y ,  
a lthough  com parative r a te s  can be exam ined.
■^3For exam ple, th e  d e c lin e  in  U nited S ta te s  a id  a t  t h i s  tim e 
hazes th e  p ic tu r e  as does th e  e f f e c t  o f  expanding incomes in  th e  Greek 
n a tio n  i t s e l f ,  and th e  choosing o f  an a p p ro p ria te  tim e p e rio d  as 
"norm al".
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dom estic income; and th e  r e l a t iv e  im portance o f Greek p ro d u c ts  in  th e  
European Community. Another m easurable a sp ec t o f  i n t e r e s t  i s  th e  r a te  
o f  change in  th e  Greek tra d e  ba lan ce  w ith  th e  Community and w ith  o th e r  
n a t io n s .  These f a c to rs  a re  examined in  th e  l a t t e r  p a r t  o f t h i s  d i s s e r ­
t a t i o n .
I t  i s  somewhat d i f f i c u l t  t o  d e fin e  p re c is e ly  th e  r o le  th a t  some 
f a c to r s  such as t a s t e s , tim e , e x p e c ta t io n s ,  and o th e r  a s s o c ia t io n  
agreem ents a c tu a l ly  p lay ed  in  t ra d e  and GNP growth in  G reece. We can , 
however, develop u s e fu l  in fo rm atio n  about p ro d u c tio n  c o s t f a c to r s ,  t a s t e  
and q u a l i ty  c o n d it io n s , demand p a t t e r n s ,  a l t e r n a t iv e  so u rces  o f su p p ly , 
e t c .  , which can h e lp  one p re d ic t  th e  l ik e ly  consequences in  t h i s  
p a r t i c u la r  ca se .
The i n a b i l i t y  to  measure p r e c is e ly  th e  in f lu e n c e  o f  a m u ltitu d e  
o f  v a r ia b le s  rem ains th e  l a r g e s t  in h e re n t weakness in  a s tu d y  o f  t h i s  
s o r t .  F urtherm ore, any such tre n d s  developed a re  based on th e  assump­
t io n  o f c o n tin u ity  in  p o l i c i e s ,  r a t io n a l  b e h a v io r , e t c .  . Yet in  a 
n a tio n  where p o l i t i c a l  upheaval i s  im m inently p o s s ib le ,  t h i s  weakens 
th e  argum ent.
Likewise th e  continuous e v o lu tio n  which c h a ra c te r iz e s  th e  
European Community and th e  government o f  Greece a ls o  l im i ts  th e  s tre n g th  
o f th e  co n c lu s io n s . Changes in  d ir e c t io n  w ith re g a rd  to  membership 
p o l i c i e s ,  a d d i t io n a l  p r e f e r e n t i a l  ag reem ents, th e  common a g r i c u l tu r a l  
p o l ic y ,  ta x  re fo rm s, investm ent d e c is io n s ,  e t c . ,  can r e s t r u c tu r e  th e  
outcome s u f f i c i e n t ly  to  n eg ate  some o f th e  g e n e ra l in d ic a t io n s  o ffe re d  
h e re . The Athens T reaty  i t s e l f ,  w hile i n i t i a l l y  a unique fo rce
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fo s te r in g  change may f in d  i t s  momentum eroded o r  s tren g th en ed  in  subse­
quent p e rio d s  by p o l i t i c a l  a c t io n s .
C u rren tly  fo u r  n a t io n s —G reat B r i t a in ,  Denmark, Norway and 
I re la n d —are  p rep a rin g  f o r  e v e n tu a l f u l l  membership in  th e  Community. 
Should th e se  e f f o r t s  prove s u c c e s s fu l ,  G reece 's  p o s it io n  v is  ^ v is  th e  
c u r re n t Community s t r u c tu r e  a ls o  changes. Also p r e f e r e n t i a l  agreem ents 
w ith  form er co lo n ie s  and o th e r  s ta t e s  a re  c o n s ta n tly  being  re v is e d  and 
su b seq u en tly  may a l t e r  th e  market f o r  a  p a r t i c u la r  good of s ig n if ic a n c e  
to  th e  Greek n a t io n .  In  a d d i t io n ,  th e  i n t e r n a l  p o l i t i c a l  p o s it io n  o f 
Greece i s  s u b je c t  to  changes, as a re  th e  in d i r e c t  p o lic y  c o n tro ls  used . 
Wherever p o s s ib le  th e se  p o te n t ia l  in f lu e n c e s  are  acknowledged, bu t cn ly  
th e  s i tu a t io n  e x is t in g  on December 31, 1970, i s  in c lu d ed  fo r  f u l l  
c o n s id e ra tio n .
The s tu d y  assumes th a t  Greece w i l l  become a f u l l  member o f  the  
EEC in  November 1984. This membership w i l l  f u r th e r  a l t e r  th e  t o t a l  
p i c tu r e ,  e l im in a tin g  some o f th e  problems co n sid e red  c r u c ia l  a t  t h i s  
p o in t ( f o r  exam ple, th e  CAP, quo ta  d i f f i c u l t i e s  and levy system  h a rd ­
s h ip s )  and in tro d u c in g  some com pletely  new r e la t io n s h ip s .  T h is , however, 
i s  g e n e ra lly  tak en  in to  c o n s id e ra tio n  in  th e  a n a ly s is  g iven .
At t h i s  p o in t Greek t a r i f f s  on Community p ro d u c ts  have n o t 
changed s i z e a b l y . ^  Thus Greece co n se rv es , in  very  la rg e  m easure, th e  
p ro te c tio n  o f i t s  i n t e r i o r  p ro d u c tio n . The a d d i t io n a l  power th a t  f u l l
l l*By November 1972 t a r i f f s  on p ro d u c ts  m anufactured in  Greece
w i l l  have d ecreased  only 20 p e r  c e n t. In  a d d i t io n ,  Greece has th e  r ig h t
to  keep t a r i f f s  on goods produced by new in d u s t r i e s ,  o r  even in tro d u ce
t a r i f f s  w ith Community p e rm iss io n .
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membership b rin g s  w i l l  a llow  Greece both  more and le s s  c o n tro l  over i t s  
dom estic i n t e r e s t s .  L a s t, bu t n o t l e a s t ,  i s  th e  i n a b i l i t y  o f  Greece 
under th e  c u r re n t p o l i t i c a l  s i tu a t io n  t o  n e g o tia te  on any th ing  more than  
b a s ic  t r e a ty  c o n s id e ra t io n s .15 The in flu e n c e  o f  th e se  f a c to r s  can be 
examined and ev a lu a te d  t o  an e x te n t ,  b u t no p re c is e  measurement i s  
p o s s ib le .
BACKGROUND INFORMATION AND GENERAL SETTING
When choosing th e  tim e p e rio d  f o r  comparing th e  Greek economy 
o f  today w ith  th e  p re -a s s o c ia t io n  p e r io d , th e  s i tu a t io n  e x is t in g  in  
Greece s in c e  1950 must be co n s id e red . The Greek economy co n tin u ed  to  
s u f f e r  from s e r io u s  d is ru p tio n s  f o r  a number o f y ea rs  a f t e r  s t r i f e  
ceased f o r  o th e r  Western European n a t io n s .  In  th e  1950 's Greece 
f in a l ly  ach ieved  i t s  d e s ire  f o r  c i v i l  peace and began i t s  economic 
r e c o n s tru c t io n . The d e v a s ta tio n  wrought by a w orld-w ide d e p re s s io n , a 
g lo b a l war and a c i v i l  war was e x te n s iv e  and l i t t l e  rem ained from which 
to  b u ild  a modern economy.15
In th e  e a r ly  f i f t i e s  a conscious e f f o r t  was made t o  e s ta b l i s h  
th e  s t a b i l i t y  o f th e  Greek currency  and to  s t i f l e  th e  in f la t io n a r y  
p re s su re s  which were e v id e n t.  By th e  m id-1950 's economic s t a b i l i t y
l5 A r t ic le s  65-71 o f th e  Athens T rea ty  d e f in e  th e  a d m in is tra tiv e  
m achinery o f th e  EEC a s s o c ia t io n .  I t  r e q u ire s  a  Committee o f P a r l i a ­
ment f o r  a l t e r in g  o r  u pdating  th e  g e n e ra l agreem ent. S ince A p ril 1967 
no P arliam ent has s a t  in  G reece; th e r e f o r e ,  any m o d ific a tio n  o f  th e  
Agreement re q u ir in g  a c tio n  o f  a Committee o f P arliam en t cannot tak e  
p lace  a t  t h i s  tim e.
16Wray 0. C a n d il is ,  The Economy o f G reece, 1944-66: E f fo r ts
f o r  S t a b i l i t y  and Development, frraeger S p e c ia l S tu d ie s  in  I n te rn a t io n a l  
Economics and Development (New York: F. A. f’r a e g e r ,  1968), pp. 23-79.
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was r e - e s ta b l is h e d  and th e  long road  to  economic expansion  and growth 
begun. U n til  1962 s u b s ta n t ia l  fo re ig n  economic and m i l i ta r y  a s s is ta n c e  
was flow ing in to  G reece. This minimized p re s su re s  a r i s in g  from b a lan ce  
o f  payments d i f f i c u l t i e s ;  i t  may a ls o  in flu e n c e  somewhat th e  economic 
s i tu a t io n  o f  Greece in  th e  p re -a s s o c ia t io n  p e r io d .
The Greek economy i s  c h a ra c te r iz e d  by p r ic e  s t a b i l i t y  s in c e  th e
m id - f i f t i e s .  P r ic e  f lu c tu a tio n s  th e re fo re  w i l l  n o t d i s t o r t  economic
r e la t io n s h ip s .  M oreover, p re s su re s  a r i s in g  from excess p o p u la tio n  a re
n o n -e x is te n t ,  although  e x te n s iv e  m ig ra tion  out o f  Greece in f lu e n c e s
17reso u rce  p r ic e s  somewhat. Keeping a l l  th e se  f a c to r s  in  mind, th e  
p e rio d s  1959-62 and 1967-69 a re  b e s t  fo r  com parative p u rp o ses , w ith 
a d d i t io n a l  d a ta  on o th e r  y ears  p rov ided  where a v a i la b le  o r  d e s ir a b le .
I t  should  a ls o  be p o in ted  out th a t  t r a d i t i o n a l l y  th e  crop s t r u c ­
tu re  in  Greece c e n te re d  around tobacco  and r a i s i n s —n e i th e r  o f  which 
was n o ted  f o r  i t s  unhindered  movement among EEC members, n o r  a s tro n g  
income e l a s t i c i t y  o f  demand. Consequently they  faced  a  le s s  than  
d e s ira b le  long-run  tra d e  expansion tre n d . Furtherm ore, d ea lin g  w ith  
a g r i c u l tu r a l  commodities i s  com plicated  by th e  EEC’s  p r o te c t io n i s t  
common a g r ic u l tu r a l  p o l ic ie s  which as y e t  do n o t apply  f u l ly  to  G reece. 
However, to  th e  e x te n t t h a t  changes in  Greek a g r i c u l tu r a l  p o lic y  de­
s ig n ed  to  p a r a l l e l  Community p o l ic ie s  in c re a se d  th e  e f f ic ie n c y  o f  r e ­
source a l lo c a t io n ,  and to  th e  e x te n t th a t  th e  EEC p ro v id ed  s p e c ia l  
a g r i c u l tu r a l  b e n e f i t s  to  G reece, a d d i t io n a l  t ra d e  in  a g r i c u l tu r a l  
p roducts  should  and d id  p ro sp e r .
^7See below C hapter I I I .
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I n d u s t r ia l ly  Greece e n te re d  in to  th e  1962 Athens T rea ty  a g a in s t 
even more d i s t r e s s in g  odds th an  i t  faced  a g r i c u l tu r a l ly .  I n d u s t r ia l  
ex p o rts  accounted f o r  le s s  th an  10 p e r  cen t o f  t o t a l  Greek e x p o rts  and 
even a s m a lle r  p ercen tag e  reached  th e  Community n a t io n s ,  d e s p ite  the  
f a c t  th a t  over 39 p e r  cen t o f  t o t a l  Greek ex p o rts  were s e n t to  t h e i r  
m arkets. Although i t  i s  perhaps u n r e a l i s t i c  to  expect s u b s ta n t ia l  
in c re a se s  in  m achinery and m anufactures e x p o rts  to  th e  EEC s in c e  1962, 
c e r ta in  i n d u s t r i a l  e x p o rts  shou ld  in c re a se  s u b s ta n t ia l ly  i f  th e  T rea ty  
i s  s u c c e s s fu l—e s p e c ia l ly  s in c e  i n d u s t r i a l  ex p o rts  now amount to  o v er 
•+0 p e r  cen t o f  t o t a l  Greek e x p o r ts .  As we w i l l  s e e ,  th e  success o f  th e  
Greek economy in  r e s t r u c tu r in g  and expanding i t s  p ro d u c tio n  p a t te rn s  
and in  making p r e f e r e n t i a l  access  work f o r  them le d  to  in c re a se d  impor­
tan ce  fo r  i n d u s t r i a l  e x p o rts  from Greece to  th e  EEC.
BASIC CONSIDERATIONS INVOLVING THE ASSOCIATION AGREEMENT
At th e  tim e o f  a s s o c ia t io n ,  th e  Greek economy serv ed  in  a 
"complementary" r a th e r  th an  in  a  "co m p e titiv e"  manner to  th e  EEC; i . e . , 
th e re  was very  l i t t l e  s im i l a r i t y  in  t h e i r  re sp e c tiv e  o u tp u t s t r u c tu r e s } 8 
Consequently s u c c e s s fu l  in te g ra t io n  a t  th a t  p o in t serv ed  Greece a t  th e  
expense o f t h i r d  p a r t i e s . ^  Our concern r e s t s  on w hether th e  d iv e r s i ­
f ic a t io n  o f  th e  Greek economy s in c e  1962 has succeeded in  expanding th e
■^8This uses th e  o ld e r  (V in e rian ) d e f in i t io n  o f  term s as opposed 
to  th e  more re c e n t d e f in i t io n  which views complementary economies as 
th o se  where s u b s ta n t ia l  d if fe re n c e s  in  p ro d u c tio n  c o s ts  between n a tio n s  
e x i s t  f o r  most goods produced. For f u r th e r  d isc u ss io n  o f  th e  d i f f e r ­
ences , see  Ingo W alte r, The European Common M arket; Growth P a tte rn s  
o f  Trade and P roduction  (New Vorlci t ,  A. fc’r a e g e r ,  1967), pp. U l-34.
^9See Appendix I .
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"co m p etitiv en ess"  between th e  two a re a s .  G re a te r  p o te n t i a l  b e n e f i t  
e x i s t s  i f  g r e a te r  "co m p e titiv en ess"  e x i s t s ,  because o th e r  th in g s  e q u a l, 
th e  more e f f i c i e n t  firm s w i l l  produce goods and th e  m arg ina l firm s w i l l  
be e lim in a te d . Under a  "complementary" s i t u a t i o n ,  t a r i f f  r a te s  a lre a d y
ten d  to  be minimal and a le s s  e f f i c i e n t  a l lo c a t io n  o f  re so u rce s  where
high c o s t p roducers s u b s t i tu t e  fo r  low c o s t p roducers i s  l i k e l y .  In 
th e  case o f  "complementary" n a tio n s  th e  expansion in  tra d e  volume comes 
about p r im a r ily  a t  th e  expense o f non-member c o u n tr ie s  and w ith  few
s h i f t s ,  i f  any , in  th e  locus o f  p ro d u c tio n .
The i n i t i a l  concern w ith  d iv e r s i f ic a t io n  and growth o f  th e  Greek 
economy grew out o f  th e  above c o n s id e ra tio n s . However, f r e e ly  opening 
up i t s  economy to  com petition  from Western European m anufactures as 
e a r ly  as 1962 would have so lv ed  n o th in g  and p robab ly  would have des­
tro y e d  th e  p o s s ib i l i t y  o f  fu tu re  d iv e r s i f ic a t io n .  Two m ajor elem ents 
h in d e rin g  th e  e s ta b lish m en t o f com petitive  in d u s t r ie s  in  th e  e a r ly  
1960 's were m arket s iz e  l im i ta t io n s  and an in s u f f ic ie n t  development o f 
in f r a s t r u c tu r e .  While th e  opening up o f  a  p o te n t ia l ly  l a r g e r  market i s  
n ev er by i t s e l f  a  panacea f o r  e x is t in g  prob lem s, th e  chances o f modern­
iz in g  Greek in d u s t r ie s  s u c c e s s fu l ly  a re  c e r ta in ly  enhanced when a la r g e r  
market i s  coupled w ith th e  development o f  a s tre n g th en ed  in f r a s t r u c tu r e  
where m arketing , communication and t r a n s p o r ta t io n  lin k ag e  f a c i l i t i e s  
between th e  reg io n s  o f  Greece and between Greece and in te r n a t io n a l  
m arkets a re  g r e a t ly  expanded.
Another s ig n i f ic a n t  d i f f i c u l t y  encoun tered  in  lin k in g  Greece 
w ith  th e  EEC i s  th e  s u b s ta n t ia l  d is ta n c e ,  both  economic and g eo g rap h ic , 
between th e  two. A s tu d y  by Beckerman c o r re la t in g  economic d is ta n c e  to
18
th e  volume o f t r a d e ,  shows a h igh  rank c o r re la t io n  between th e  amount 
o f  tra d e  and th e  c lo se n ess  o f  th e  W estern European n a t io n s .20 B a la ssa , 
a ls o  s tu d y in g  th e  r e la t io n s h ip  economic d is ta n c e  has on u n io n iz a t io n ,2 ^ 
s t a t e s  th a t  th e  f u r th e r  th e  d is ta n c e  between th e  c o u n tr ie s  in c lu d ed  in  
th e  arrangem ent, th e  few er th e  n o tic e a b le  advan tages. As an example he 
goes on to  show how a union o f F ran ce , Germany, Belgium-Luxembourg, and 
th e  N e th e rlan d s , lo se s  r a th e r  than  g a in s  i f  I t a ly  i s  in c lu d ed  in  th e  
p ic tu r e .
ORGANIZATION OF THE STUDY
F a ir ly  e x te n s iv e  background m a te r ia l  p recedes th e  a n a ly t ic a l  
s e c tio n s  to  p rov ide  an overview  o f  th e  re le v a n t  r e la t io n s h ip s  and to  
acq u a in t th e  re a d e r  w ith th e  g e n e ra l environm ent su rround ing  th e  s tu d y . 
In  th e  nex t two ch ap te rs  t h i s  background u n fo ld s . I t  i s  p r im a r ily  con­
cerned  w ith  th e  fundam ental c h a r a c te r i s t i c s  o f  th e  Greek eoonomy and an
00e x p lo ra tio n  o f  th e  term s o f  agreem ent between Greece and th e  EEC. *
20W. Beckerman, "D istance  and P a tte rn  in  In tra -E u ro p ean  T rade ,"  
Review o f Economics and S t a t i s t i c s , 38 (F ebruary  1956), pp. 31-*+0.
21B ela B a la s sa , The Theory o f Economic In te g ra t io n  (Homewood, 
I l l i n o i s :  R ichard D. I rw in , 1962), pp. W -^3 .
22In a d d i t io n ,  Appendix I p ro v id es  th e  re a d e r  w ith  a b r i e f  s u r ­
vey o f  th e  l i t e r a t u r e  on economic in te g ra t io n  and re g io n a l developm ent. 
While th e  survey  i s  perhaps s u p e r f i c i a l  i t  does h e lp  d e fin e  th e  v a r ia b le s  
which a re  d e a l t  w ith  th roughou t th e  s tu d y . The Rome T rea ty  and th e  
in t r i c a c ie s  o f th e  European Community a re  th e  s u b je c ts  o f  a second 
appendix. Comprehending th e  r e s p o n s ib i l i t i e s  and p r iv i le g e s  o f Community 
membership i s  th e  f i r s t  s te p  in  u n d erstan d in g  th e  dynamic im p lic a tio n s  
f o r  Greece shou ld  i t  become a f u l l  Community member in  198U. S ince 
some o f th e  b a s ic  a r t i c l e s  in  th e  Rome T rea ty  a re  te m p o ra rily  negated  by 
th e  Athens T re a ty , t h e i r  in f lu e n c e  on th e  Greek economy can be f e l t  only  
in  th e  f u tu re .  However, an aw areness o f th e se  p r in c ip le s  a t  th e  c u r re n t 
tim e a id s  the  harm onization  p ro c e ss .
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The n ex t c h a p te r  ex p lo re s  th e  Athens T rea ty  in  some d e t a i l .  I t  
ex p la in s  th e  t a r i f f  a b o l i t io n  p ro v is io n s  and th e  p rocedures under which 
Greece i s  to  be guided in  th e  harm onization  p ro cess  to  be com pleted 
p r io r  to  November 1 , 198*1. The im p lic a tio n s  o f  the  T rea ty  fo r  th e  
c o u n try 's  economic developm ent, one o f  th e  m ajor concerns o f  th e  l a t e r  
ch ap te rs  i s  f a c i l i t a t e d  by t h i s  d e ta i le d  e x p la n a tio n . Numerous r e f e r ­
ences a re  made to  t h i s  c h a p te r  in  th e  l a t t e r  p a r t  o f  t h i s  d i s s e r ta t io n .
A b r i e f  overview o f th e  Greek economy i s  p rov ided  in  C hapter 
I I I .  I t  i s  in ten d ed  to  acq u a in t th e  re a d e r  w ith th e  c u r re n t s t a t e  o f 
c o n d itio n s  in  Greece and to  p rov ide  a slim pse a t  the  f a c to rs  lead in g  up 
to  t h i s  s t a t e .  More d e t a i l s  emerge l a t e r  in  th e  s tudy  b u t t h i s  survey  
o f th e  g e n e ra l environm ent p rov ides th e  background fo r  th e  more s p e c i­
f i c  in fo rm ation  p re se n te d  l a t e r .
These two ch ap te rs  (and Appendices I and I I )  se rv e  p r im a r ily  
as a forew ard to  th e  second h a l f  o f  th e  s tudy  where th e  in f lu e n c e s  th e  
EEC agreement and dom estic p o lic y  measures have e x e r te d  (o r  have no t 
ex e rted )  on Greek a g r ic u l tu r e  and in d u s try ,  f inance  and t r a d e ,  
investm ent and reso u rce  expansion and on o th e r  r e la te d  a sp e c ts  o f 
Greek economic l i f e  a re  ex p lo red . They a ls o  perm it a more ex te n s iv e  
c r i t i c a l  a p p ra is a l  o f economic p o l ic ie s  pursued in  Greece by f a m il ia r ­
iz in g  th e  re a d e r  w ith th e  c u r re n t s i tu a t io n .
The Athens T rea ty  in v o lv es  many s p e c i f i c  d e ta i l s  b u t a t  th e  
same tim e i t  makes re fe re n c e  to  th e  g e n e ra l p re c e p ts  s ta t e d  in  th e  Rome 
T rea ty . S ince Greece a n t ic ip a te s  e v e n tu a l membership in  th e  EEC i t  
must nake a l t e r a t io n s  in  i t s  economy w ith  th e  Rome T rea ty  in  mind. 
C onsequently , e v a lu a tio n s  and s tu d ie s  in  P a r t I I  r e l a t e  to  th e  Rome
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T rea ty  as much as to  th e  Athens one. R eferences a ls o  a re  made in  the
23course o f  th e  l a t e r  ch a p te rs  t o  s tu d ie s  done by T r ia n t i s  and C o s tis .
P a r t  I I  i s  d iv id ed  in to  th re e  d e ta i le d  in v e s t ig a t io n s .  C hapter 
IV analyzes th e  im pact o f  th e  Rome T re a ty , th e  Athens T rea ty  and domes­
t i c  economic p o l ic ie s  on Greek a g r i c u l tu r a l  p ro d u c tio n ; C hapter V on 
Greek m an u fac tu rin g , m ining and i n d u s t r i a l  expansion ; and C hapter VI 
c o n c en tra te s  on t h e i r  e f f e c t s  on s e le c te d  a sp ec ts  o f  th e  ba lance  o f 
paym ents. The f i n a l  c h a p te r  o f  P a r t  I I  a ttem p ts  to  draw fo r th  th e  
im p lic a tio n s  o f  t h i s  case s tudy  com pactly , weighing th e  in fo rm atio n  
e s ta b lis h e d  in  th e  p reced in g  th re e  ch ap te rs  t o  e v a lu a te  c e r ta in  is s u e s  
in  development l i t e r a t u r e .
The q u es tio n  which th e  s tu d y  evo lves around i s  w hether G reece 's  
in t e r e s t s  and con tinued  economic expansion  can b e s t  be se rv ed  by a l ­
te r in g  th e  e x is t in g  EEC agreem ent o r  by re fo rm u la tin g  dom estic economic 
p o l ic ie s  in  term s o f t h e i r  e x is t in g  accom plishm ents and f a i lu r e s  and 
fu tu re  p o te n t i a l .  The many in te r e s t in g  by-p roducts  o f  t h i s  case s tu d y  
a lso  s e t  th e  scene f o r  an e v a lu a tio n  o f  o th e r  im portan t is s u e s  c u r re n tly  
o f  i n te r e s t  t o  development eco n o m ists , b u t which a re  perhaps only  
in d i r e c t ly  o f  i n t e r e s t  to  th e  Greek s i t u a t io n .
COMPLETED RESEARCH OF INTEREST
In th e  m iddle s i x t i e s  two re se a rc h  p ro je c ts  were com pleted 
r e la t in g  t o  t h i s  p a p e r 's  to p ic —a 1965 monograph au tho red  by S. G.
23S. G. T r i a n t i s ,  Common Market and Economic Development: The
EEC and Greece ( A thens: C entre o f  P lann ing  and Economic R esearch , 1965); 
and H ario la s  G. C o s t is ,  "Greece and th e  EEC: A Study o f  Resource 
Development P o t e n t i a l i t i e s , "  (U npublished D octo ra l D is s e r ta t io n ,  
Department o f Economics, U n iv e rs ity  o f Texas, 1966).
21
T r i a n t i s , e n t i t l e d  Common Market and Economic Development: The EEC and
G reece, and a  1966 unpub lished  d o c to ra l  d i s s e r ta t io n  by H a rio la s  G. 
C o stis  e n t i t l e d  "Greece and th e  EEC: A Study o f  Resource Development
P o t e n t i a l i t i e s , " 211 While th e  T r ia n t i s  monograph was very  p e s s im is t ic  
about any p o te n t ia l  economic ga ins f o r  Greece from w ith in  o r  w ithou t 
th e  a s s o c ia t io n ,  th e  l a t t e r  s tudy  reached  q u ite  th e  o p p o s ite  co n c lu s io n . 
The p o s it io n s  o f each a u th o r  a re  b r i e f l y  examined below , and in  th e  
forthcom ing ch a p te rs  t h e i r  id eas  are  c o n tra s te d  t o  th e  a c tu a l  ev en ts  
which o ccu rred . The T r ia n t i s  book, because o f i t s  co v erag e , i s  more 
e x te n s iv e  where im portan t is s u e s  a re  concerned and i s  th e r e fo re  p a r t i ­
c u la r ly  u s e fu l  as a com parative so u rce .
C o s t i s 's  s tu d y  i s  concerned p r im a r ily  w ith  th e  p o te n t ia l  
s tim u lu s  to  u n d e ru ti l iz e d  p ro d u c tiv e  re so u rc e s  t h a t  would a r i s e  ou t o f  
th e  a s s o c ia t io n  agreem ent. The p ro d u c tiv e  methods c h a ra c te r iz in g  th e  
Greek economy p rev en ted  p rod u ctio n  p o te n t ia l s  from being  m et; and 
C o stis  saw u ltim a te  EEC membership as th e  deus ex machina to  overcome 
t h i s  d i f f i c u l t y ,  ( v i i )
From an a g r i c u l tu r a l  s ta n d p o in t th e  agreem ent p ro v id es  an alm ost 
o n e-sid ed  v ic to ry  fo r  G reece. " L ib e ra l  quo tas" as C o s tis  r e f e r s  to  
them were g ran te d  along  w ith immediate t a r i f f  re d u c tio n s . U n fo rtu n a te ly  
he assumes th a t  th e  common a g r i c u l tu r a l  p o lic y  w i l l  a u to m a tic a lly  apply  
in  f u l l  to  Greece and th i s  c o lo rs  h is  in te r p r e ta t io n  o f  th e  f u tu re .
In a d d i t io n ,  he assumes th a t  th e  government w i l l  somehow m iracu lo u sly  
overcome a l l  th e  in h e re n t d i f f i c u l t i e s  which have p e r s is te d  f o r
2HI b id .
22
g e n e ra tio n s  in  th e  a g r i c u l tu r a l  s e c to r  in c lu d in g  th e  growing o f  ncn- 
m arketab le  c ro p s , farm  frag m en ta tio n , lack  o f  advanced techno logy  and 
m echanical in n o v a tio n s , as w e ll  as poor o rg a n iz a t io n a l  s t r u c tu r e ,  
e t c .  . In  o th e r  words he b e lie v e s  th a t  th e  s tim u lu s  given by in c re a se d  
a g r i c u l tu r a l  e x p o rts  to  th e  EEC and th e  p o s s i b i l i t y  o f a d d i t io n a l  a g r i ­
c u l tu r a l  e x p o rt ea rn in g s  w i l l  be s u f f i c i e n t  in  and o f  them selves to  sp u r 
changes o f a most re v o lu tio n a ry  s o r t  in  th e  Greek n a t io n . (217-222)
Growing b e n e f i t s  a ls o  w i l l  appear in  th e  t o u r i s t  s e c to r  as a 
consequence o f EEC a s s o c ia t io n ,  C o stis  a rg u es . However, a g a in , t h i s  
connection  i s  n o t f u l ly  ex p la in ed . The im p lic a tio n  i s  th a t  b e t t e r  
t r a n s p o r ta t io n  lin k ag es  would e x i s t ; however, e x te n s iv e  investm ent in  
ro a d s , communication f a c i l i t i e s ,  a i r p o r t s ,  h o t e l s ,  e t c . ,  i s  viewed as 
n ecessa ry  fo r  t h i s  b e n e f i t  to  be r e a l iz e d  b u t no re fe re n c e  to  th e  
sou rce  o f funds f o r  th e se  purposes i s  m entioned. Again th e  im p lica ­
t io n  i s  ( o r  seems t o  be) t h a t  th e  Community n a tio n s  o r  th e  EIB w i l l  
rush t o  g e t  in  on th e  s p o ils !  (222-224)
I n d u s t r i a l l y ,  C o s tis ,  says th e  im pact o f  th e  EEC a s s o c ia tio n  on
Greek firm s r e s t s  on th e  type o f  in d u s try  in v o lv ed . L arger d i f f i c u l t i e s
a re  faced  by in d u s t r ie s  accustomed to  a h ig h ly  p ro te c te d  m arket. S ince
many Greek in d u s t r i a l  e n te r p r is e s  have t r a d i t i o n a l l y  used t a r i f f s  as a
means o f  av o id ing  m o d ern iza tio n , co n so lid a tio n  and th e  in tro d u c tio n  o f
25economies o f  s c a le ,  la rg e  s c a le  o p e ra tio n s  o fte n  were thw arted  
by p r o te c t io n is t  p o l i c i e s .  A s ig n i f i c a n t  in flow  o f c a p i t a l  i s
25P roduction  c o s ts  appear to  be comparable in  th e  two a reas  
from the  s t a t i s t i c a l  in fo rm atio n  given in  th e  t e x t  o f  C o s t i s 's  p ap e r.
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a n t ic ip a te d  from th e  Community n a tio n s  t o  h e lp  improve th e  i n d u s t r i a l  
s t r u c t u r e ,26 and th i s  p lu s  th e  f e a r  o f  p o te n t i a l  com petition  from th e  
EEC n a tio n s  i s  supposed to  m iracu lo u sly  fo rc e  b u s in e sse s  t o  "m odernize 
o r  p e r is h " .  (22*1-228) In d u s tr ie s  faced  w ith  th e  l ik e ly  damage by th e  
Athens T rea ty  in c lu d e  t e x t i l e s ,  b a s ic  m e ta ls , ch em ica ls , and engine 
and m otor p ro d u c tio n  in d u s t r ie s .  Those b e n e f i t t in g  in c lu d e  tobacco  
p ro c e ss in g , b u s in ess  m a te r ia ls ,  m anufacturing  in d u s try  and fo o d s tu ffs  
p ro c e ss in g . Most o th e rs  have l i t t l e  t o  gain  o r  lo se  from p o te n t ia l  
EEC membership. I t  i s  in t e r e s t in g  to  n o te  t h a t  d e s p ite  a q u ite  en th u ­
s i a s t i c  o u tlo o k , he d e sc rib e s  bu t does n o t acknowledge, a r a th e r  dism al 
fu tu re  f o r  e x p o rts  o f  m anufactured goods—an a re a  which T r ia n t i s  and 
o th e rs  view as a key c o n s id e ra tio n  o f p o te n t i a l  g a in . (228)
T r i a n t i s 's  s tu d y  i s  more o rd e r ly  and although com pleted a t  an 
e a r l i e r  d a te  i s  s t i l l  th e  more r e le v a n t .  He in d ic a te s  th roughou t th a t  
th e  success o r  f a i lu r e  o f  th e  Athens T rea ty  must be measured f o r  Greece 
in  term s o f  i t s  e f f e c t  on th e  ba lance o f t ra d e  and payments and on th e  
in te r n a t io n a l  movement o f c a p i t a l  and la b o r .
T r ia n t is  has doubts about th e  r e a l iz a t io n  o f  g a in s  in  h is  
coun try  because th e  g r e a te s t  p o r tio n  o f th e  read ju stm en t in  re so u rce  
a l lo c a t io n  must be made by G reece. This a r i s e s  in  p a r t  because i t  i s  
th e  weaker p a r ty  and in  p a r t  because i t  must confine  th e  p e rio d  o f  
ad justm en t to  tw enty-tw o y e a rs . In  a d d itio n  he b e lie v e s  th a t  any r e ­
s u l t in g  ga ins p robably  could  have been n e g o tia te d  on an in d iv id u a l 
b a s is  w ith  th e  Community. (70)
26T r ia n t i s  has th e  good sense to  acknowledge th e  fo o lis h n e s s  o f 
t h i s  type o f  assum ption.
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His p e s s im is t ic  a t t i t u d e  focuses on th e  poor p o te n t ia l  o f th e  
Greek n a tio n  due to  i t s  poor s o i l  and s u b s o i l ,  th e  sm all s iz e  o f  i t s  
economy and i t s  un fav o rab le  g eo g rap h ica l lo c a t io n . I t  should  be n o ted  
th a t  T r ia n t i s  more th an  l ik e ly  a n t ic ip a te d  a  d ism al fu tu re  f o r  Greece 
even w ithou t th e  burden o f  an a d d i t io n a l  m ills to n e  (h is  view o f  th e  
Athens T rea ty ) around i t s  neck . (105)
Net b e n e f i t s  from expanded a g r i c u l tu r a l  e x p o rts  a re  l im ite d  
(1 ) by th e  low p r ic e  and income e l a s t i c i t y  f o r  th e se  p ro d u c ts , and (2 ) 
by th e  r e l a t iv e  c o s t t o  t h i r d  c o u n tr ie s .  Furtherm ore s in c e  th e  
Community b a rg a in s  f o r  i t s  members, and th e  needs and d i f f i c u l t i e s  faced  
by th e  Greek economy o f te n  vary  r a d ic a l ly  from th o se  o f  th e  member na­
t i o n s ,  i t s  i n t e r e s t s  may f a i l  to  g e t s u f f i c i e n t  su p p o rt. C onsequently , 
in  th e  a g r i c u l tu r a l  s e c to r  he f e a r s  d i lu t io n  o f  th e  a g r i c u l tu r a l  g a in s  
as a d d i t io n a l  a s s o c ia te s  a re  added to  th e  Community and a p o s s i b i l i t y  
o f  con tinued  co n c e n tra tio n  in  a g r i c u l tu r a l  p ro d u c tio n  in  th e  Greek 
economy— com m itting th e  Greek ba lance o f payments to  th e  v a g a r ie s  o f 
n a tu re  and very  l im ite d  c o n tro l  over p o te n t ia l  d e f i c i t s .  (85-87)
The fu tu re  f o r  m anufacturing  in t e r e s t s  i s  even b le a k e r . Greek 
in d u s t r ie s  a re  in  many cases much more h ig h ly  p ro te c te d  than  th o se  o f  
more advanced econom ies. This f a c to r  f a r  outweighs any advantages such 
as s e l l i n g  in  a la r g e r  m arket (and th e  r e s u l t in g  a b i l i t y  t o  employ sp e ­
c i a l i z a t i o n  and economies o f  s c a le  t o  s tim u la te  g r e a te r  e f f i c i e n c y . ) 27
27Again i t  i s  s t r e s s e d  th a t  la rg e - s c a le  o p e ra tio n s  and high 
p ro d u c tiv i ty  o p e ra tio n s  a re  n o t a u to m a tic a lly  a  consequence o f  th e  
w idening o f  th e  m arket. In f a c t ,  a  sh o rtag e  o f p ro d u c tiv e  f a c to r s  and 
th e  i n a b i l i t y  t o  p rov ide  economies o f  lin k ag e  and s c a le  may p re v en t an 
in d u s try  from u n d ertav ing  a  d e s ire d  expansion .
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The most c r u c ia l  m istake Greece made, as T r ia n t is  see s  i t ,  i s  
th e  a ttem pt to  become co m p etitiv e  w ith in  th e  Community s t r u c tu r e  in  a 
l im ite d  p e r io d  o f  tim e . In d u s tr ie s  a re  d i f f e r e n t  and t h e i r  development 
r a te s  a re  v a r ie d ;  d e s p ite  t h i s  th e  a s s o c ia tio n  agreement p ro v id es  no 
f l e x i b i l i t y  and s e l e c t i v i t y  f o r  d i f f e r e n t  i n d u s t r i a l  e n te r p r i s e s .  This 
he fe a rs  w i l l  knock many v a l id  in f a n t  in d u s t r ie s  from e v e r  ach iev ing  
t h e i r  f u l l  p o te n t i a l  and th e  n ecessa ry  economies o f  lin k ag e  and 
s c a le .  (87-89)
T r ia n t i s  in d ic a te s  t h a t  G reece 's  b i l a t e r a l  t r a d in g  agreem ents 
(and th e re fo re  tra d e  w ith  E aste rn  Europe) a re  h e a v ily  jeo p o rd ized  
because o f  l im i ta t io n s  in  th e  Athens T re a ty .28 T r ia n t is  consequently  
d e c r ie s  th e  l ik e l ih o o d  o f g r e a te r  dependence o f Greek fo re ig n  tra d e  on 
a sm a lle r  w orld a re a . (78-79) T h is , p lu s  h is  f e a r  o f  a g r e a te r  r e l a ­
t iv e  im portance f o r  t r a d e  in  an a lre a d y  tra d e  r e l i a n t  economy, i s  th e  
most s e r io u s  d e f ic ie n c y  in  th e  agreem ent and th e  one which w i l l  c o n t r i ­
b u te  to  i t s  f a t a l i t y ,  in  h i s  o p in io n .
The d ism al fu tu re  Greece fa c e s  in  th e  T r ia n t is  s tu d y  and th e  
b r ig h t  one in  th e  C o stis  t r e a t i s  i s  tem pered somewhat, given th e  h in d ­
s ig h t  we enjoy  to d ay . In  th e  rem ainder o f  th e  t e x t  we e x p lo re  th e  
a c tu a l  ev en ts  which o ccu rred  in  th e  l a s t  e ig h t  o r  n in e  y e a rs . C onsider­
a t io n  must be given t o  th e  growth r a te  o f  Greek-EEC tra d e  du rin g  th e  
p re -an d  p o s t- a s s o c ia t io n  p e rio d s  compared to  th e  s im i la r  developm ents 
in  n c n -a s so c ia te d  a r e a s .  I f  th e  Athens T rea ty  was b e n e f ic ia l  to  G reece,
28The T rea ty  does l im i t  th e  amount d u tie s  can be decreased  to  
th e se  a reas  and a ls o  th e  amount o f a p roduct th a t  can be im ported from 
them. See C hapter I I  below f o r  d e t a i l s .
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t o t a l  tra d e  between i t  and th e  Community must have grown more ra p id ly  
in  th e  p o s t- a s s o c ia t io n  p e r io d  (u n d er c e te r i s  p a rib u s  c o n d itio n s ) .  In 
a d d i t io n ,  th e  im pact th a t  dom estic p o lic y  had in  G reece, e s p e c ia l ly  as 
i t  r e l a t e s  to  i t s  economic ex p an sio n , i s  o f  i n t e r e s t .  I f  T r ia n t is * s  
b leak  p ic tu re  h o ld s , t h i s  as w e ll  as th e  Athens T rea ty  would be a 
r e l a t iv e ly  u s e le s s  to o l  in  G reece. As th e  s tu d y  we a re  about to  begin 
shows, h is  pessim ism  i s  n o t e n t i r e ly  w arran ted .
CHAPTER I I :  GREECE, THE EEC AND THE ATHENS ACCORD
Greece had t r i e d  (u n su c c e s s fu lly )  to  n e g o tia te  w ith  th e  European 
Free Trade A sso c ia tio n  in  th e  l a t e  1950s fo r  membership. Once normalcy 
was e s ta b l is h e d  a f t e r  th e  Greek C iv il  War, th e  government r e a l iz e d  th a t  
Greece could  n o t su rv iv e  and p ro sp e r  u n less  i t  jo in ed  in to  th e  main­
stream  o f  th e  porsperous economic c lim a te  o f  W estern Europe. Because 
th e  EEC n a tio n s  were te c h n ic a l ly  removed from th e  Greek economy, 
government o f f i c i a l s  re q u e s ted  and u l t im a te ly  re c e iv e d  a s s o c ia te  mem­
b e rsh ip  in  th e  EEC. The c o n d itio n s  o f  membership n ecessa ry  t o  t h i s  
e v o lu tio n  a re  s ta te d  in  th e  Athens Accord. The in flu e n c e  o f th i s  
Accord on Greek economic expansion cannot be understood  u n less  we 
f i r s t  e s ta b l is h  th e  p a r t i c u la r  o b lig a tio n s  t h a t  Greece agreed  to  ad­
here  to  in  o rd e r  to  f u l f i l  i t s  membership req u irem en ts . T h e re fo re , 
t h i s  c h a p te r  p re se n ts  th e  d e ta i l s  o f  th e  1961 Athens T re a ty . Once 
t h i s  i s  com pleted we can beg in  our study  and a n a ly s is  o f  th e  Greek 
economy.
The EEC gave im petus t o  th e  id ea  th a t  a broad  economic space 
was v i t a l  to  s u rv iv a l  under contem porary te c h n o lo g ic a l and economic 
c o n d itio n s . Greece viewed a lack  o f  la rg e - s c a le  e n te rp r is e s  a s  a 
s e r io u s  impediment to  i t s  growth p ro c e ss . C onsequently , expanding th e  
economic m arket was viewed as a d e c is iv e  f a c to r  and an opportune means 
f o r  prom oting such v e n tu re s , and through th e se  v e n tu re s , economic 
expansion . To th e se  e n d s , on Ju ly  9 , 1961, an agreement o f  a s s o c ia t io n
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was sig n ed  between Greece and th e  European Economic Community to  become 
e f f e c t iv e  November 1 , 1962. By A r t ic le  238 o f  th e  T rea ty  o f Rome th e  
Community was a u th o r iz e d , s u b je c t  to  unanimous d ec is io n  in  th e  C ouncil 
o f  M in is te rs ,  t o  draw up such agreem ents w ith o u t reg a rd  to  g eo g rap h ica l 
l im i ta t io n s .  The a s s o c ia t io n  was to  in c o rp o ra te  " re c ip ro c a l  r ig h t s  
and o b l ig a t io n s ,  jo in t  a c tio n s  and s p e c ia l  p ro c e d u re s ,"  i . e . ,  i t  was 
to  p rov ide  m utual o b lig a t io n s  and b e n e f i ts  to  th e  s ig n a to r ie s .
I t  took over e ig h tee n  months f o r  th e  re p re s e n ta t iv e s  o f Greece 
and th e  Commission, a c tin g  f o r  th e  Community a t  la r g e ,  to  develop th e  
Athens Accord. Lengthy de lays o ccu rred  p a r t ly  because th e  Greek 
n e g o tia to rs  were a ttem p tin g  to  d e riv e  th e  maximum in  b e n e f i t s  f o r  
t h e i r  n a t io n , p a r t ly  because o f th e  d i f f i c u l t y  in  n e g o tia t in g  ag ree ­
ment on many Greek a g r i c u l tu r a l  item s com petitive  w ith Community 
commodities ( p a r t i c u la r ly  I t a l i a n  p ro d u c ts ) ,  and p a r t ly  because i t  
was th e  f i r s t  a s s o c ia t io n  agreem ent to  be dev ised .
ATHENS ACCORD OBJECTIVES
The Accord^- has a long-range o b je c tiv e  o f f u l l  p a r t ic ip a to r y  
membership in  th e  EEC. Movement tow ard t h i s  o b je c tiv e  i s  f a c i l i t a t e d  
by th e  p ro g re s s iv e  i n s t i t u t i o n  o f  a  customs u n io n , a phase re q u ir in g  
a tw elve y e a r  t r a n s i t i o n  p e r io d . U ntim ately  f u l l  economic union w i l l  
be ach ieved  by harm onizing th e  economic p o l ic ie s  o f  the  Greek n a tio n
^The f u l l  t e x t  o f  th e  a s s o c ia tio n  agreem ent t r a n s la te d  in to  
E nglish  may be found in  a G.A.T.T. p u b lic a tio n  European Economic Com­
m unity , A sso c ia tio n  o f  Greece (L /1 6 0 1 /A d d .l, December 7 , 1961) o r  in  
book form in  Agreement o f  A sso c ia tio n  between Greece and th e  European 
Economic Community (A thens: Greek I n d u s t r ia l  Development C o rp o ra tio n ,
1963). A ll re fe re n c e s  in  t h i s  pap er a re  to  th e  l a t t e r  document.
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to  th o se  o f  th e  EEC. E a r l i e r  membership in  th e  Community i s  u n d e s ir­
ab le  to  both p a r t ie s  because th e  o r ig in a l  S ix  a re  more te c h n o lo g ic a lly  
advanced and th e  ru le s  and re g u la t io n s  c o n s is te n t  w ith  th e  Rome T rea ty  
a re  r e s t r i c t i v e  towards developing  n a t io n s ,  perhaps r e f l e c t in g  a f e a r  
th a t  r e g io n a l g ro w th -o rien ted  p o lic y  could  be hampered by such a sso - 
c ia t io n s .  F urtherm ore, th e  a s s o c ia t io n  i s  to  se rv e  as an in strum ent 
o f  economic expansion . The Preamble to  th e  Athens Accord s ta t e d  among 
o th e r  th in g s  th a t  th i s  agreem ent was:
Decided to  ensure  th e  s tead y  improvement o f  l iv in g  c o n d itio n s  in  
Greece and in  th e  European Economic Community by speed ing  up 
economic advance and by a  harmonious expansion  o f  tra d e  and l i k e ­
w ise to  reduce th e  gap between th e  economy o f Greece and th a t  o f  
th e  member s ta t e s  o f th e  Community.
F u rth e r  ev idence o f t h i s  in te n t  appears in  th e  s ta tem en ts  made
by both Greek and Community le a d e rs  during  th e  cerem onies to  c e le b ra te
th e  s ig n in g  o f  th e  Accord. P. K an e llo p u lo s , th e  Deputy Prime M in is te r
o f  G reece, ex p re sses  h is  n a t io n s ' f e e l in g s  as fo llo w s:
The Agreement we a re  s ig n in g  c o n s t i tu te s  th e  b a s is  o f  th e  economic 
union o f  Greece w ith  your s ix  c o u n tr ie s  which a re  econom ica lly , 
s o c ia l ly  and s c i e n t i f i c a l l y  in  th e  van o f human p ro g re s s . The 
H ellenes . . . know th a t  th e y  have a g re a t  e f f o r t  b e fo re  them to  
r a i s e  them selves as q u ic k ly  as p o s s ib le  to  th a t  le v e l  o f  economic 
p ro g ress  w ith o u t which th e  Agreement s ig n ed  to d ay  w i l l  be as 
v a lu e le s s  to  them selves as to  th e  peoples who have done them the
2John S. Pesm azoglu, Deputy Governor o f  th e  Bank o f  Greece in  
1962 d iscu ssed  th e  p rocedures to  be fo llow ed concern ing  t h i s  id e a  in  
an a r t i c l e  e n t i t l e d  "The Meaning o f  th e  Athens Agreement," EEC B u lle ­
t i n , V, No. 9/10 (1 9 6 2 ), pp. 7 -13 . He s t a t e s :
"Thus we a re  o b lig e d , i f  o u r coun try  i s  to  be in te g ra te d  a t  a l l  
w ith  th e  Community, t o  r e la x  some o f th e  r u le s  o f  th e  T rea ty  o f 
Rome . . .  D ecisions tak en  by th e  S ix  in  accordance w ith  th e  
p ro ced u ra l ru le s  o f  th e  T rea ty  o f  Rome may on ly  be ex tended to  
Greece i f  th e  Greek governm ent, b e t t e r  p la ce d  th an  anyone e ls e  
t o  a p p re c ia te  th e  s p e c ia l  p o s it io n  o f th e  Greek economy and th e  
c o u n try 's  v i t a l  n eed s , i s  s a t i s f i e d  th a t  th ey  a re  s u f f i c i e n t ly  
t a i lo r e d  to  s u i t  i t s  re q u ire m e n ts ."
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honour o f  d ec id in g  to  a s s o c ia te  w ith them . . .  I  b e lie v e  . . . 
to d a y 's  Agreement w i l l  make a s p e c ia l  c o n tr ib u tio n  to  t h i s  work, 
s e rv in g  as a guide and a source  o f  in s p i r a t io n .^
Ludwig E rh ard , th e  then  P re s id e n t o f  th e  EEC C ouncil o f M in is te rs ,
p re se n ts  th e  EEC's p o s it io n  in  s im i la r  fa sh io n :
The Community sees  in  th e  g r e a t  e f f o r t s  Greece has a lre ad y  made 
to  improve i t s  economic s i tu a t io n  ev ery  prom ise o f  i t s  de term ina­
t io n  t o  c o n tin u e , indeed  to  a c c e le ra te  i t s  economic and s o c ia l  
p ro g re s s . The Community f irm ly  b e lie v e s  t h a t  th e  A sso c ia tio n  
w i l l  both  f a c i l i t a t e  th e se  e f f o r t s  and make them more e f f e c t iv e ,  
and th a t  Greece w i l l  be a b le —thanks to  th e  con tag ious d e s ir e  fo r  
p ro g ress  which i s  one o f th e  most im portan t elem ents in  our 
Community—to  sh o rte n  ap p rec iab ly  th e  tim e th a t  th e  p rocess would 
o therw ise  need to  reduce th e  gap between i t s  p re se n t economic 
le v e l  and th a t  o f  th e  more favoured  c o u n t r ie s .**
The Rome T rea ty  s e ts  th e  form at o f  th e  agreem ent i t s e l f .
T rea ty  a r t i c l e s  d ea l w ith th e  f re e  movement o f  goods and s e rv ic e s  
(ex c lu d in g  th o se  p ro d u c ts  covered by th e  ECSC T r e a t y ) t h e  f re e  move­
ment o f f a c to r s ,  a g r i c u l tu r a l  commodities and th e  common a g r i c u l tu r a l  
p o l ic y ,  harm onization  and co o rd in a tio n  p o l ic ie s  f o r  t r a n s p o r ta t io n ,  
c o m p e titio n , f i s c a l  and ba lan ce  o f  payments p o l i c i e s .  In a d d i t io n ,  
A r t ic le  72 s t a t e s :  "When th e  o p e ra tio n  of th e  A sso c ia tio n  Agreement
makes i t  p o s s ib le  to  env isage th e  in te g r a l  accep tance by Greece o f  th e  
o b lig a tio n s  under th e  T rea ty  e s ta b l is h in g  th e  European Economic Commu­
n i t y ,  th e  C o n trac tin g  P a r t ie s  s h a l l  c o n s id e r  th e  p o s s ib i l i t y  o f  Greece 
acceding to  th e  Community."
^EC  B u l l e t in , IV, No. 7 /8  (1 9 6 1 ), pp. 28-29. 
^ I b id . ,  p . 30.
^ A r tic le  69, Athens T re a ty . U nless in d ic a te d  o th e rw ise , a l l  
A r t ic le s  and P ro to c o ls  m entioned a re  those  o f  th e  Athens T rea ty .
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FREE MOVEMENT OF GOODS (ARTICLES 6-12)
Customs d u tie s  o r  e q u iv a le n t charges on Greek e x p o rts  t o  the  
EEC members were reduced t o  th e  l e v e l  in  e f f e c t  w ith in  th e  Community 
when th e  a s s o c ia t io n  agreem ent was s ig n e d . In  a d d i t io n ,  any f u r th e r  
red u c tio n s  o r m o d ific a tio n s  in  customs d u tie s  between EEC c o u n tr ie s  
were a u to m a tic a lly  a p p lie d  to  G reece. Q u a n tita tiv e  r e s t r i c t i o n s  and 
o th e r  l ik e  m easures were s im i la r ly  m od ified . (P ro to c o l 6)
On most goods n o t m anufactured in  Greece o r o f  a type im ported 
from th e  Community n a t io n s ,  a tw elve y e a r  t r a n s i t i o n  p e r io d  ending 
November 1 , 1974 was p ro v id ed  du rin g  which customs d u tie s  w i l l  be elim ­
in a te d . There was a te n  p e rc e n t re d u c tio n  in  d u tie s  when th e  ag ree­
ment was s ig n ed  and every  e ig h tee n  m orn 's th e r e a f t e r  u n t i l  November 1 , 
1971 a t  which tim e tw elve months would e la p se  between each o f  th e  l a s t  
th re e  10 p e r  cen t c u ts .  (A r t ic le  14) At th a t  tim e a customs union 
w i l l  be e s ta b l is h e d  s u b je c t  to  th e  e x cep tio n s  s p e c if ie d  in  th e  ag ree ­
ment . ( A rti c le  6)
For i n d u s t r i a l  goods m anufactured in  Greece and competing w ith 
Community com m odities, i . e . ,  item s l i s t e d  in  Annex I o f  th e  Accord, 
th e  t r a n s i t i o n  p e rio d  covers tw enty-tw o y ea rs  and w i l l  end November 1 , 
1984. Approximately o n e - th ird  o f  th e  commodities im ported in to  Greece 
from th e  EEC f a l l  in  t h i s  c a te g o ry . For goods in  t h i s  c l a s s i f i c a t i o n ,  
a f iv e  p e r  c en t re d u c tio n  o ccu rred  when th ey  s ig n ed  th e  agreem ent, 
fo llow ed by a d d i t io n a l  re d u c tio n s  o f  f iv e  p e r  cen t a t  s p e c i f ie d  i n t e r ­
v a ls  o f  t h i r t y  months du rin g  th e  n ex t seven and o n e -h a lf  y e a rs . 
T h e re a f te r  (from  May 1, 1970), re d u c tio n s  w i l l  occur a t  a r a te  o f  
e ig h t p e r  cen t every  18 months u n t i l  November 1 , 1981, when th e  r a te s
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w i l l  be 77 p e r  cen t below i n i t i a l  le v e ls .  Each y e a r  t h e r e a f t e r  u n t i l  
th e  end o f th e  t r a n s i t i o n  p e r io d , r a te s  w i l l  f a l l  an a d d i t io n a l  8 p e r  
c e n t. (A r t ic le  15)
In o rd e r  to  p ro te c t  th e  fu tu re  development o f in d u s t r ie s  con­
s id e re d  e s s e n t i a l  t o  Greek economic expansion and " f o r  which a p r o tr a c ­
te d  t r a n s i t io n  p e rio d  seems n e c e s sa ry ,"  levy ing  new o r  h ig h e r  im port 
d u tie s  o r  even th e  re im p o s itio n  o f  an o ld  duty  was allow ed in  th e  f i r s t  
tw elve y ears  o f th e  agreem ent. Action under t h i s  p ro v is io n :
1. d e fin ed  a p p ro p ria te  goods to  in c lu d e  goods amounting 
to  no more than  10 p e r  cen t o f  t o t a l  Greek im ports from 
Community members during  1958, and
2 . was l im ite d  to  a maximum in c re a se  in  levy  o f 25 p e r  
cen t ad valorem  on a p p ro p ria te  im ports from th e  Community, 
and
3. must be re sc in d ed  no l a t e r  than  f iv e  y ea rs  a f t e r  impo­
s i t i o n .  Once th e  e x tr a  t a r i f f s  were removed th e  o r ig in a l  
t a r i f f  would beg in  a tw elve y e a r  t r a n s i t i o n  p e r io d .
( A r t ic le  18)
This p ro v is io n  was in ten d ed  to  coerce " in fa n t  in d u s t r ie s "  to  become 
com p etitiv e  in  w orld  and Community m arkets w ith in  a reaso n ab le  p e rio d  
o f  tim e .
THE COMMON EXTERNAL TARIFF (ARTICLE 20)
A common e x te rn a l  t a r i f f  (CXT) w i l l  be g ra d u a lly  adop ted ; a 
th re e  s te p  ad justm en t f o r  th e  tw elve y e a r  t r a n s i t io n  type o f good and 
a fo u r s te p  ad justm ent f o r  goods in c lu d ed  in  Annex I was d e sc rib e d .
The i n i t i a l  a lignm ent occu rred  November 1 , 1965, when a l l  tw elve y ea r 
t r a n s i t i o n  goods s u b je c t  t o  an im port duty  d i f f e r in g  from th e  CXT r a te s  
by no more than  15 p e r  cen t in  e i t h e r  d ir e c t io n  were equated  t o  th e
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CXT r a te  in  e x is te n c e  in  th e  Community. Where th e  d if fe re n c e  was more 
than  15 p e r  c e n t ,  Greek im port d u tie s  were a l te r e d  by 30 p e r  c e n t.  For 
Annex I a r t i c l e s  th e  f i r s t  ad justm en t o f 20 p e r  cen t occurred  in  May 
1970. F urtherm ore, to  p ro te c t  c e r ta in  item s im p o rtan t to  Greek fo re ig n  
exchange ea rn in g s  (m ostly  a g r i c u l tu r a l  com m odities) th e  Community 
Members agreed  n o t to  a l t e r  th e  CXT in  th e  f i r s t  tw elve y ears  u n less  
Greece f i r s t  gave ap p ro v a l.
BILATERAL AGREEMENTS (ARTICLE 21 , PROTOCOL 8)
During th e  t r a n s i t i o n  p e rio d  Greece was f re e  t o  a d ju s t  t ra d e  
p o l ic ie s  w ith non-members o f  th e  EEC. However, t ra d e  ad justm en ts 
between Greece and t h i r d  c o u n tr ie s  lin k e d  by b i l a t e r a l  tra d in g  
arrangem ents re c e iv e d  a d d i t io n a l  a t t e n t io n .  I f  th e  C ouncil o f  
A sso c ia tio n  agreed  th a t  th e  a s s o c ia t io n  agreement s u b s ta n t ia l ly  
a f fe c te d  th e  im ports o f  c e r ta in  a r t i c l e s  from th e se  b i l a t e r a l  t ra d in g  
a r e a s ,  Greece could  reduce im port d u tie s  p rov ided  th a t  th e  duty  n ev er 
was le s s  th an  th a t  a p p lie d  t o  Community p ro d u c ts . F urtherm ore, th e  
annual value o f  item s in  th e  above ca teg o ry  could n o t exceed (1 ) " te n  
p e r cen t o f th e  t o t a l  value  o f  Greek im ports from th i r d  c o u n tr ie s  in  
th e  p a s t y e a r ,"  n o r  (2 )  " o n e - th ird  o f  th e  t o t a l  Greek im ports in  th e  
p a r t i c u la r  p ro d u ct in  th e  l a s t  y e a r ."  (P ro to c o l 8) These r e s t r i c t i o n s  
a p p lie d  in  th e  f i r s t  tw elve y ears  o f  th e  a s s o c ia tio n  and a re  su b je c t 
to  renew al o r  m o d ifica tio n  a t  th a t  tim e through c o n su lta tio n  w ith  th e  
C ouncil o f  A sso c ia tio n .
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QUOTAS AND OTHER NON-TARIFF BARRIERS (ARTICLES 22 -31 , PROTOCOL l l ) 6
Greece ag reed  to  e lim in a te  quotas and o th e r  n o n - ta r i f f  b a r r ie r s  
accord ing  to  ty p e . A ll q u a n t i ta t iv e  r e s t r i c t i o n s  w i l l  be removed by 
1984, although  under s p e c if ie d  c o n d itio n s  quo tas can be m ain tained  o r
n
reim posed. In  g e n e ra l ,  du ring  th e  f i r s t  th re e  y ea rs  o f th e  agreem ent, 
Greece and th e  EEC must a llow  a t  l e a s t  as much to  e n te r  t h e i r  a re a s  as 
p a s t  agreem ents allow ed o r  am amount eq u a l to  th a t  a c tu a l ly  im ported 
during  th e  f i r s t  y e a r  o f  th e  agreem ent. T h e re a f te r  quotas a re  in ­
creased  accord ing  to  a s e t  form ula. ( A r t ic le s  25 , 26)
Any m easures e q u iv a le n t to  quotas w i l l  be p ro g re s s iv e ly  eased  
and e lim in a te d  a t  th e  end o f  tw elve y e a rs . P re lim in a ry  d e p o s its  le v ie d  
on im ports o f  c e r ta in  goods and im port l ic e n s in g  come under t h i s  c a te ­
gory. The form er w i l l  be l im ite d  to  am amount no g r e a te r  th an  140 p e r  
cen t o f  th e  value  o f  th e  good f o r  customs purposes a t  th e  d a te  o f 
s ig n in g  th e  T rea ty  and w i l l  be p ro g re s s iv e ly  ab o lish ed  in  th e  same
Q
manner s p e c if ie d  fo r  customs d u tie s  in  A r t ic le s  14 and 15.
E xport quotas a re  p ro h ib i te d  excep t ” to  th e  e x te n t n ecessa ry  
to  encourage th e  development o f  c e r ta in  a c t i v i t i e s  o f  th e  Greek economy 
o r  to  cope w ith a p ro sp e c tiv e  sh o rtag e  o f  b a s ic  food p ro d u c ts .” Even 
in  th e se  cases a l im ite d  amount must be made a v a i la b le  fo r  intra-EEC  
tr a d e .  (A r t ic le  28)
6For more on quotas see C hapter IV.
70ne ex cep tio n  i s  th a t  20 p e r  cen t o f  th e  value o f 1958 tra d e  
between th e  Community and Greece can be s u b je c t  to  quotas u n t i l  Novem­
b e r  1972. O ther ex cep tio n s  a re  found in  A r t ic le s  17, 23, and 53.
Q
See C hapter I I  above. P r io r  to  1962, d e p o s it requ irem ents 
o fte n  ran  10 to  50 p e r  cen t h ig h e r  than  th e  140 p e r  cen t f ig u re .
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AGRICULTURE AND THE COMMON AGRICULTURAL POLICY (ARTICLES 32-43)
A g ricu ltu re  i s  d e a l t  w ith  q u ite  e x te n s iv e ly  w ith in  th e  a s so c ia ­
t io n  agreement s in c e  th e  bu lk  o f  e x p o rts  to  th e  EEC from Greece and 
most fo re ig n  exchange ea rn in g s  from commodity e x p o rts  come from th i s  
s e c to r  o f  th e  economy. U ltim a te ly  Greek a g r i c u l tu r a l  p o l ic ie s  w i l l  be 
harm onized w ith  th o se  o f  th e  Community, t h a t  i s ,  th e y  w i l l  re c e iv e  
tre a tm e n t id e n t ic a l  to  th e  EEC’s a g r i c u l tu r a l  goods.
A ll r e s t r i c t i o n s  to  tra d e  in  a g r ic u l tu r a l  commodities w i l l  be 
e lim in a te d  by th e  end o f  th e  tw enty-tw o y e a r  t r a n s i t io n  p e r io d .
( A r t ic le  33) F u ll c o n s u lta t io n  i s  p rov ided  Greece through th e  C ouncil 
o f  A sso c ia tio n  concerning th e  Common A g r ic u ltu ra l  P o licy  and once th e  
e s s e n t i a l  p ro v is io n s  a re  e s ta b l is h e d  fo r  a p a r t i c u la r  p ro d u c t, Greece 
i s  f re e  to  accep t o r  r e j e c t  th e  c o n d itio n s . I f  i t  a c c e p ts ,  th e  
A sso c ia tio n  C ouncil i s  to  work out any n ecessa ry  d e t a i l s .  I f  i t  r e ­
j e c t s ,  th en  th e  m o st-fa v o red -n a tio n  c lau se  a p p lie s  u n t i l  1984. ( A r t i ­
c le  36) This g u aran tees  m aintenance o f  v e s te d  Greek i n t e r e s t s .
Goods o f  p a r t i c u la r  i n t e r e s t  to  Greek farm ers w i l l  be handled  
by s p e c ia l  p ro ced u res . When Annex I I I ^  item s a re  enco u n te red , th e  
b e n e f i ts  a lread y  e s ta b l is h e d  between the  S ix  a re  a u to m a tic a lly  ex tended  
to  Greek e x p o r ts . Greek d u tie s  on Annex I I I  item s must be a b o lish e d
and th ey  must come under th e  CXT by November 1974. (A r t ic le  37) A ll
o th e r  a r t i c l e s  produced in  G reece, u n le ss  s u b je c t  t o  s p e c ia l  p ro v is io n s ,  
must adapt to  th e  CXT a t  th e  end o f  the  tw enty-tw o y e a r  p e r io d . Most
gAnnex I I I  item s a re  p r im a r ily  a g r i c u l tu r a l  p ro d u c ts  such as
a l l  f r u i t s  and v eg e tab les  and p ro d u c ts  d e riv ed  from th e se  item s , n u ts  
and most herb s  and s p ic e s .
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o f  th e se  l a t t e r  item s a re  l i s t e d  in  P ro to c o l 13 and in c lu d e  item s o f ­
te n  im ported from th e  EEC such as m eat, f i s h ,  r ic e  and d a iry  p ro d u c ts , 
e d ib le  f a t s  and o i l s  and s o l id  su g a rs . Greece i s  a ls o  encouraged to  
expand im ports o f  th e se  goods "w ith a  view to  ach iev in g  a harmonious 
development o f  a g r i c u l tu r a l  t r a d e ."
The Community m ain ta in s a t  a l l  tim es th e  r ig h t  to  p ro te c t  e s ­
ta b l is h e d  Community i n t e r e s t s  and to  p rev en t d is ru p tio n s  in  th e  common 
m arket. S afeguard  c la u se s  a re  p ro v id ed , u s u a lly  in  th e  form o f 
q u a n ti ty  c e i l in g s  on goods o f  p a r t i c u la r  i n t e r e s t  t o  EEC members.
P r e f e r e n t i a l  a c tio n  on th e  im plem entation o f  a Community CXT i s  
p rovided Greece under P ro to co l 19 fo r  to b a cc o , r a i s i n s ,  o l iv e s ,  co lo ­
phony and tu rp e n tin e  e ssen ce . In  e f f e c t ,  Greece must re c e iv e  n o t i f i ­
c a t io n  and ex p ress  agreem ent b e fo re  any m o d ific a tio n s  o f th e  CXT in  
excess o f 20 p e r  cen t above o r  below ad valorem  r a te s  (o r  fo r  to b acco , 
any change in  excess o f  10 p e r  cen t o f  th e  s p e c i f ic  d u tie s )  in  fo rce  
October 1960 could  become e f f e c t iv e .  F u r th e r ,  any tobacco  im ports 
from th i r d  c o u n tr ie s  to  th e  Community in  excess o f  22,000 to n s  must 
be c le a re d  through th e  G reek-A ssocia tion  C ouncil.
Under th e  s o - c a l le d  " p r e f e r e n t ia l  quota arrangem ents" e s ta b ­
l is h e d  fo r  a g r i c u l tu r a l  commodities competing w ith Community p ro d u c ts , 
Greek t a r i f f  re d u c tio n s  can tak e  p lace  up t o  th e  l im i ts  a lre a d y  a p p l i ­
cab le  in  th e  Community; how ever, quota  c e i l in g s  l im ite d  a llo w ab le  im­
p o r ts .  These c e i l in g s  e v e n tu a lly  allow ed la r g e r  q u a n t i t ie s  o f  Greek 
ex p o rts  t o  be ad m itted  to  th e  Common M arket. In  th e  case o f item s 
com petitive  w ith I t a l i a n  and French p ro d u c ts , th e  quotas were very 
modest and were r a is e d  more s low ly .
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For tobacco  and tobacco  r e f u s e ,  customs d u tie s  were to  be r e ­
moved by December 31, 1967 and a CXT e s ta b l is h e d .  In I t a ly  and F ran ce , 
where s t a t e  tobacco  m arketing monopolies e x i s t ,  s p e c ia l  re g u la tio n s  
e x is te d .  France was t o  in c re a se  im ports during  th e  f i r s t  y ea rs  o f  th e  
agreem ent by 10 p e r  cen t o f  i t s  average im ports o f  tobacco  from Greece 
in  th e  p e rio d  1957-59. I t a l y  was to  in c re a se  i t s  pu rchases by n o t le s s  
th an  60 p e r  cen t o f  i t s  im ports o f  o r ie n ta l- ty p e  tobacco  o r  by an amount 
a t  l e a s t  eq u a l to  $2 .8  m il l io n . In  th e  fu tu re  Greece was g u aran teed  
ex p o rts  to  th e  EEC o f an amount e q u iv a le n t to  a t  l e a s t  t h a t  which i t  
a lread y  m arketed p lu s  a p p ro p ria te  in c re a s e s .  These in c re a se s  were to  
be d efin ed  by th e  A sso c ia tio n  C ouncil. (P ro to c o l 15, 16)
For w ine, quotas and t a r i f f  quo tas w i l l  e x i s t  f o r  a l l  c o u n tr ie s  
excep t France and I t a l y .  These two a re a s  need accep t a quota a rran g e ­
ment only w ith th e  e s ta b lish m en t o f  th e  CAP. G reece, however, i s  
g uaran teed  c o n d itio n s  a t  l e a s t  as good as th o se  rec e iv e d  by n a tio n s  
su b je c t to  th e  m o st-fav o red -n a tio n s  c la u s e . (P ro to c o l 14) R aisin  
d u tie s  in  fo rce  January  1 , 1957, were c u t 50 p e r  cen t when th e  Athens 
Accord Weis s ig n ed . In  1968 they  were t o  come under a common e x te rn a l  
t a r i f f .  (P ro to c o l 17)
For c i t r u s  f r u i t s ,  g rapes in ten d ed  fo r  d i r e c t  consum ption, and 
p each es , th e  fo llo w in g  l im i ts  on ex p o rts  from Greece to  th e  EEC were 
e s ta b lis h e d :  c i t r u s  f r u i t ,  22,000 to n s ;  g rapes in ten d ed  fo r  d i r e c t
consum ption, 15,000 to n s ;  end p each es , 40,000 to n s . I f  th e se  quotas 
p re se n te d  d i f f i c u l t i e s  in  th e  economies o f  th e  S ix , n ecessa ry  a c tio n  
would be undertaken . The quotas in c re a se d  over tim e . (P ro to c o l 18)
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FREE MOVEMENT OF WORKERS, CAPITAL AND ENTERPRISE (ARTICLES 44-49)
The a s s o c ia tio n  agreem ent in c lu d es  th e  s ta n d a rd  p ro v is io n  allow ­
ing  fo r  f re e  movement o f workers to  be developed between th e  two 
p a r t i e s .  This w i l l  occur on o r  b e fo re  th e  end o f  th e  tw elve y e a r  t r a n s i ­
t io n  p e r io d . (A r t ic le  44) In a d d i t io n ,  because o f  th e  s ig n i f i c a n t  
amount o f  u n tra in e d  an d /o r underemployed la b o re rs  in  G reece, e f f o r t s  
w i l l  be encouraged in  both  th e  Community and in  Greece to  expand an d /o r 
in tro d u ce  te c h n ic a l  a s s is ta n c e  program s, v o c a tio n a l and p ro fe s s io n a l  
t r a in in g  and exchanges o f  young w orkers. (A r t ic le s  *+5 ,46)
P ro v is io n s  a ls o  re q u ire d  the  Greek government to  ease  c a p i ta l  
movement r e s t r i c t i o n s  and to  e s ta b l i s h  th e  r ig h t  to  n a t io n a ls  from th e  
EEC n a tio n s  to  do b u s in e ss  and t o  e s ta b l i s h  b u s in e sse s  in  G reece. This 
was c r u c ia l  fo r  s tim u la tin g  an in flow  o f  p r iv a te  c a p i t a l .  In a d d i t io n ,  
th e  government was d ire c te d  to  develop g u aran tees  th a t  d isc r im in a tio n  
based on n a t io n a l i ty  w i l l  be p ro h ib i te d  in  c o n tra c ts  is su e d  by p u b lic  
a u th o r i t i e s .  (P ro to c o l 1)
In P ro to c o l 9 , th e  use o f  American a s s is ta n c e  by Greece i s  
d iscu sse d . Greece can ask fo r  s p e c ia l  d isp e n sa tio n s  i f  th e  a s s o c ia t io n  
agreement in  any way impedes o r  p r o h ib i ts  th e  use o f  re so u rces  a v a i l ­
ab le  from th e  U nited S ta te s  o r  i t s  a g en c ie s . Upon n o t i f i c a t i o n  o f  th e  
Council o f  A sso c ia tio n , Greece w i l l  have th e  o p tio n :
1. " o f  opening t a r i f f  quo tas in  accordance w ith  A r t ic le  21 , 
paragraph 2 ,  o f  th e  Agreement fo r  th e  im p o rta tio n  of goods 
o r ig in a t in g  in  th e  U nited S ta t e s ,  bought w ith  th e  h e lp  o f 
th e  re so u rc e s  in  q u es tio n  [ i . e . ,  t i e d  loan o r  a id  fu n d s ] ,
2 . " o f  im p o rtin g , f re e  o f  d u ty , goods c o n s t i tu t in g  g i f t s  
as s p e c if ie d  in  P a r t  I I I  o f  P u b lic  Law 480,
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3. " o f  r e s t r i c t i n g  ten d e rs  [ b id s ]  only  to  s u p p lie r s  o f  
p ro d u c ts  o r ig in a t in g  in  th e  U nited  S t a t e s , when th e  use o f 
th e  re so u rc e s  in  q u es tio n  e n t a i l s  th e  im p o rta tio n  o f  goods 
o r ig in a t in g  in  th e  U nited S ta te s  and where a system  o f  
in v i t in g  te n d e rs  i s  re q u ire d  under e i t h e r  Greek o r U nited 
S ta te s  law ."  (P ro to c o l 9)
TRANSPORTATION (ARTICLE 5 0 ), COMPETITION (ARTICLES 31, 5 2 -5 6 ), ECONOMIC 
POLICIES (ARTICLES 53-55)AND BALANCE OF PAYMENTS POLICIES (ARTICLES 59-6*+)
Using th e  jo in t  c o n s u lta tio n  procedures a v a ila b le  and w ith  due 
re g a rd  fo r  th e  unusual Greek g eo g rap h ica l s i t u a t i o n ,  th e  p ro v is io n s  o f 
th e  j o i n t  t r a n s p o r t  p o lic y  adopted by th e  Community a re  extended to  
G reece. At th e  tim e o f  a s so c ia tio n  both  m aritim e and a i r  t r a n s p o r t  
were excluded from th e  common t r a n s p o r t  p o lic y  p lan s  although th e  Commu­
n i ty  i s  f re e  to  in c lu d e  them a t  some fu tu re  p e r io d .
Rules developed in  the  EEC concern ing  com petition  a re  ex tended 
in  th e  same manner as t r a n s p o r t  p o l ic y ,  p a r t i c u la r ly  where dumping 
p ra c t ic e s  ( A r t ic le  5 6 ) , monopolies fo r  th e  h and ling  o f  ex p o rted  o r  
im ported goods ( A r t ic le  3 1 ), o r  a n t i - t r u s t  ru le s  a re  concerned. The 
two p a r t i e s ,  how ever, agreed  th a t  s p e c ia l  l a t i tu d e  w i l l  be g ran te d  fo r  
" s t a t e  a id s " i0  d u rin g  th e  f i r s t  t r a n s i t i o n a l  p e rio d  ( th i s  p e r io d  can 
be ex ten d ed ). Because o f  th e  wide d isc re p a n c ie s  between th e  economic 
s t r u c tu r e  o f  th e  two a r e a s ,  and th e  v a rio u s  s o c ia l  and economic p o l ic ie s  
p e c u l ia r  to  G reece, s t a t e  a id s  "designed  t o  promote Greek economic 
development s h a l l ,  th e r e f o r e ,  to  th e  e x te n t to  which i t  does n o t a f f e c t  
t ra d in g  co n d itio n s  to  a degree co n tra ry  to  th e  jo in t  i n t e r e s t s  o f  the  
a s s o c ia t io n ,  be deemed com patible w ith  th e  A sso c ia tio n ."  (A r t ic le  52)
I 0 " s ta te  a id s"  in c lu d e  any use o f s t a t e  re so u rces  t o  a l t e r  
com p etitiv e  c o n d itio n s .
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Economic p o l ic ie s  a ls o  w i l l  be harm onized through jo in t  consu l­
t a t i o n  p ro ced u res , w ith  due re fe re n c e  to  th e  economic s i tu a t io n  and 
a d m in is tra t iv e  m easurf^ c u r re n tly  e x is t in g  in  G r e e c e .^  P o lic ie s  
a f f e c t in g  the ba lan ce  o f  payments w i l l  be co o rd in a ted  du rin g  th e  f i r s t  
tw elve y ea rs  and uniform  p r in c ip le s  developed t h e r e a f t e r .  Safeguards 
to  Greece a re  p ro v id ed , g u aran tee in g  th a t  Greek in t e r e s t s  w i l l  be con­
s u lte d  should  a d d i t io n a l  a s s o c ia tio n  agreem ents be s ig n ed  o r  should  new 
members be adm itted  to  th e  Community. (P ro to c o l 20) This would se rv e  
to  g uaran tee  s e ttle m e n t o f any new r ig h ts  o r  d u tie s  Greece might face 
cis th e  r e s u l t  o f  such agreem ents.
A s p e c ia l  P ro to c o l was in c lu d ed  to  p rov ide  f in a n c ia l  a s s is ta n c e  
to  G reece. A t o t a l  o f  $125 m illio n  was to  be made a v a ila b le  fo r  loans 
from th e  European Investm ent Bank (EIB) d u rin g  th e  f i r s t  f iv e  y ea rs  o f 
th e  a s s o c ia t io n .  The funds could be used fo r  any purpose in  accord  
w ith th e  ru le s  o f  th e  Bank i t s e l f .  They would be re p a id  w ith in  tw enty- 
f iv e  y e a rs . In  th e  case o f  p ro je c ts  such as th o se  " y ie ld in g  w ide­
sp re a d , in d i r e c t  o r  delayed  economic r e s u l t s  in  th e  s e c to rs  o f  land  
im provem ents, road  t r a n s p o r t  and e n e rg y ,"  a p e r  annum re b a te  o f  th re e  
p e r  cen t on in t e r e s t  charges was allow ed. The maximum amount o f  money 
th a t  could  be used in  th a t  manner must no t exceed tw o -th ird s  o f  th e  
t o t a l  a l lo c a t io n .  (P ro to c o l 19)
11This p ro v is io n  i s  p e rm itte d  through A r t ic le  92 (3 a) o f  th e  
T rea ty  o f  Rome. The Athens Accord d i r e c t s ;  "Greece s h a l l  be deemed 
t o  be in  the  s i tu a t io n  r e f e r r e d  to  in  Paragraph (3 a) o f  A r t ic le  92 o f  
th e  T rea ty  e s ta b l is h in g  th e  Community."
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ADMINISTRATIVE MACHINERY (ARTICLES 65-71)
To in su re  th e  fu n c tio n in g  o f  th e  agreem ent, a C ouncil o f  Asso­
c ia t io n  composed o f  members from th e  EEC C ouncil o f  M in is te rs ,  from th e  
Commission and from EEC member governments and th e  Greek government 
(each s id e  having  one v o te ) i s  d e fin ed  in  th e  agreem ent. This Council 
fu n c tio n s  as th e  decision-m aking  a u th o r ity  and recommends any n ecessa ry  
m easures o r committees re q u ire d  to  c a rry  ou t i t s  ta s k s  o r n ecessa ry  
to  "ensu re  th e  c o n tin u a l co o p era tio n  e s s e n t i a l  f o r  th e  p ro p e r fu n c tio n ­
ing o f  th e  Agreem ent." (A r t ic le  66) The Committees e s ta b lis h e d  by
th e  C ouncil o f  A sso c ia tio n  in c lu d e  an A sso c ia tio n  Committee, whose ta sk
12i s  to  f a c i l i t a t e  day -to -d ay  ro u tin e  o p e ra tio n s  o f  th e  agreem ent, and 
a P arliam en ta ry  A sso c ia tio n  Committee. This l a t t e r  committee debates 
th e  is s u e s  and su g g ests  s o lu t io n s  to  problem s which a r i s e .  I t  i s
composed o f  fo u rteen  members from th e  Greek P arliam en t and fo u rteen
13from th e  European P a rliam e n t.
The b a s ic  p ro v is io n s  d iscu ssed  in  t h i s  c h a p te r  a re  expected  to  
r e s u l t  in  a p ro cess  whereby co o rd in a tio n  and harm onization  o f the  
economies o f  th e  S ix  and Greece can tak e  p la c e .  A r t ic le  72, r e fe r r e d  
to  above, d ea ls  w ith t h i s  p ro sp e c t. The agreem ent o f  a s s o c ia t io n  
s ig n ed  in  Athens on Ju ly  9 , 1961, in v o lv es  more than  economic 
a s s o c ia t io n . Most Greek p o l i t i c a l  le a d e rs  view i t  a ls o  as a way o f  
e s ta b l is h in g  a c lo s e r  l in k  w ith  th cae  who fav o r a U nited Europe.***
Werner F e ld , The European Common Market and th e  World (Engle­
wood C l i f f s ,  New J e rs e y : P re n tic e -H a l i ,  1967), p . 64.
13EEC B u l le t in , V I, No. 6 (June 1963), p . 15.
***John C. Pesm azoglu, op. c i t . , pp. 7-11.
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At p re se n t th e  Greek-EEC r e la t io n s h ip  i s  frozen  both p o l i t i c a l l y  
and econom ically . The coup d 'e t a t  which o ccu rred  A p ril 21 , 1967 in  
Greece removed th e  p ro cesses  o f dem ocratic  government e x is t in g  in  the  
Greek n a tio n  and p rec lu d ed  o p e ra tio n  o f  th e  P a rliam en ta ry  A sso c ia tio n  
Committee, th e  means by which c o n s u lta t io n  procedures were han d led . 
However, th e  Community i t s e l f  o f fe re d  only m inimal censure and Greece 
s t i l l  co n s id e rs  i t s e l f  p rep a rin g  fo r  p o te n t ia l  membership in  1 9 8 4 .^
Our p a r t i c u la r  concern here  goes beyond th e  le g a l  and p ro c ed u ra l 
m a tte rs  o f  t h i s  agreement and in to  th e  q u es tio n  o f  w hether th e  in te g ra ­
t io n  o f  Greece in to  a w ider market complex w i l l  speed up i t s  growth 
and r a i s e  th e  l iv in g  s ta n d a rd s  o f i t s  p eo p le . The Greek-EEC a s so c ia ­
t io n  re p re s e n ts  a g ig a n t ic  a ttem p t to  a d ju s t  and re o rg an ize  th e  Greek 
economy along modem l in e s .  The growing momentum o f  th e  Greek d e s ire  
fo r  p ro g ress  makes re q u ire d  s t r u c t u r a l  read ju stm en ts  e a s i e r  to  impose. 
The f u l l  im pact o f  th e  agreem ent on economic advancement i s  n o t e a s i ly  
d isc e rn e d , however. F a m ilia r i ty  w ith  th e  b a s ic  n a tu re  o f  th e  Greek 
economy i s  e s s e n t i a l  to  any assessm en t. T h e re fo re , a t te n t io n  now 
tu rn s  to  th e  c u r re n t s ta t e  o f  th e  Greek economy—a t  f i r s t  in  g e n e ra l 
term s and l a t e r  in  P a r t  I I  in  more e x te n s iv e  d e t a i l .
^ I n t e r n a t i o n a l  Monetary Fund, I n te rn a t io n a l  F in a n c ia l News 
Survey, XXII, No. 45 (November 13, 1970), p . 372.
CHAPTER I I I :  AN OVERVIEW OF THE GREEK ECONOMY
Greece might be co n s id e red  by some to  be in  th e  " t a k e - o f f  
s ta g e  o f  economic developm ent. D espite many c h a r a c te r i s t i c s  i t  sh a re s  
w ith  more advanced n a t io n s ,^  a number o f f a c to rs  a re  s u f f i c i e n t ly  below 
p a r  as to  cause concern . Among th e se  a re  a  s c a r c i ty  o f  s k i l l e d  and 
m id d le - le v e l p e rso n n e l; wide re g io n a l d if f e r e n c e s ;  i n e f f i c i e n t  a g r i ­
c u l tu r a l  p r a c t ic e s ;  p r im itiv e  c a p i t a l  m arkets and an e x ten s iv e  im p o rt-  
ex p o rt im balance. Many o f  th e se  a sp ec ts  a re  ex p lo red  in  d e t a i l  in  th e  
Second P a r t o f t h i s  s tu d y . Yet many o th e r  p ie c e s  o f background m a te r ia l  
a re  b e n e f ic ia l  i f  the  re a d e r  i s  t o  gain  a panoram ic view o f  th e  d e ta i le d  
m a te r ia l  appearing  in  th e se  l a t e r  c h a p te rs . To s e t  th e  s ta g e  f o r  t h i s  
deeper probe in to  th e  p ro cess  and is s u e s  o f Greek economic developm ent, 
an in tro d u c tio n  t o  the  Greek n a tio n  and i t s  economy i s  p re se n te d  below. 
Major emphasis i s  g iven t o  a re a s  n o t d i r e c t ly  r e la te d  t o  a g r i c u l tu r a l ,  
i n d u s t r i a l  and ba lance  o f  payments c o n s id e ra t io n s ,  o r  f a c ts  which a re  
u s e fu l  to  keep in  mind in  th e  rem ainder o f  th e  s tu d y .
LOCATION AND CLIMATE
G reece, a n a tio n  o f  d iv e rse  c lim a te  and t e r r a i n ,  occupies the  
so u th e rn  end o f  the  Balkan P e n in su la . Albania, Y ugoslav ia , B u lg a ria  
and Turkey are  i t s  land  n e ighbors  t o  th e  n o rth  w hile  th e  r e s t  o f  Greece
^Greece compares fav o rab ly  t o  advanced Western n a tio n s  in  term s 
o f p o p u la tio n  grow th, m edical ca re  and housing f a c i l i t i e s ,  l i t e r a c y ,  
p r ic e  s t a b i l i t y  and GNP growth r a t e s .
H3
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i s  surrounded by w ater—th e  Aegean Sea on th e  e a s t ,  th e  Ion ian  Sea on 
th e  w est and the  M editerranean  Sea to  th e  so u th . Of i t s  50,944 square  
m ile a re a  (an a re a  roughly  e q u iv a le n t to  th a t  o f  Alabama), over 17 p e r  
cen t i s  made up o f  i s l a n d s ,  roughly  30 p e r  cen t i s  a ra b le —and th i s  
much only through e x te n s iv e  lan d  rec lam atio n  and i r r i g a t io n  p r o je c t s — 
and a l l  b u t 20 p e r  cen t i s  covered by m ountains, lak es  and r iv e r s .
D espite th e  l im ite d  a v a i l a b i l i t y  o f a ra b le  la n d , and th e  very  poor 
q u a l i ty  o f  the s o i l ,  th e  economy has t r a d i t i o n a l l y  been a g r i c u l tu r a l ,  
w ith  a  wide v a r ie ty  o f  crops grown by v i r tu e  o f  a  c lim a te  rang ing  from 
tem perate  in  th e  n o rth  to  s e m i- tro p ic a l  in  th e  so u th . Athens i s  th e  
c a p i t a l  c i ty  and th e  m ajor urban c e n te r .  Although th e  1961 census 
in d ic a te s  an urban p o p u la tio n  o f 43 p e r  cen t f o r  Greece most o f th e  
people  l iv e  in  sm all v i l la g e s  and tow ns. Less th an  1.5 m illio n  o f  th e
8.5 m ill io n  in h a b ita n ts  l iv e  in  th e  ten  l a r g e s t  urban a r e a s ,  i . e . ,  in
2
towns w ith more th an  24,000 p o p u la tio n .
GNP BREAKDOWN
Since 1962, p e r  c a p i ta  g ross  n a t io n a l  p roduct ( in  co n s ta n t 
p r ic e s )  more th an  doub led , going from $407 in  th a t  y e a r  t o  $952 in  1970. 
In  1962, roughly  49 p e r  cen t o f  th e  la b o r  fo rc e  found employment in  th e  
a g r ic u l tu r a l  s e c to r ,  a lthough  t h e i r  c o n tr ib u tio n  to  g ro ss  dom estic 
p ro d u ct (GDP) was only 25 p e r  cen t o f  th e  t o t a l .  The s e rv ic e  in d u s try
^The N a tio n a l S t a t i s t i c a l  S erv ice  o f  Greece in  t h e i r  1962 S t a t i s ­
t i c a l  Yearbook (p . 31) r e p o r t  a  43 .8  p e r  cen t r u r a l  p o p u la tio n , a 1 2 .9  
p e r  c en t sem i-urban and a  43 p e r  cen t urban p o p u la tio n  f o r  th e  n a t io n .
The fo u r l a r g e s t  urban a re a s  and t h e i r  p o p u la tio n  a re  A thens, 627,000; 
T h e ssa lo n ik i, 250,920; P ira e u s ,  183,877; and P a t r a s ,  95 ,362.
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accounted  f o r  s l i g h t l y  more than  30 p e r  cen t o f  th e  employment, bu t 
f o r  over 50 p e r  cen t o f  th e  GDP, w hile mining and m anufacturing  
employed 15 p e r  cen t and c o n s tru c tio n  6 p e r  c e n t .  These two a reas  
c o n tr ib u te d  18 p e r  cen t and 8.5 p e r  cen t r e s p e c t iv e ly  t o  GDP. D espite 
numerous changes in  th e  ty p es  o f  goods produced in  th e  economy, th e  
s t r u c tu r e  o f th e  lab o r  fo rce  h e ld  s tea d y  s in c e  1962, w ith  l i t t l e  change 
in  th e  c o n tr ib u tio n s  o f each s e c to r  t o  GDP. (Table 3 -1) In 1969, o f  
th e  3 .9  m illio n  la b o r  f o r c e ,  47.8 p e r  cen t were a g r i c u l tu r a l  w orkers,
15 p e r  cen t were employed in  mining and m anufacturing  e n te r p r i s e s ,  6 
p e r  c en t in  c o n s tru c tio n  and 31 p e r  cen t in  s e rv ic e s .
During th e  p e r io d  1960-69, th e  average r a te  o f  growth in  g ross  
n a t io n a l  p roduct was 7 .4  p e r  c e n t ,  a lthough in  th e  l a s t  th re e  y ea rs  a 
s l i g h t  re c e s s io n  lowered th e  average to  only  6 .6  p e r  c e n t.  By 1969, 
th e  economy was f u l ly  recovered  and g ross n a t io n a l  p roduct in c rea se d  a t  
a r a t e  o f  s l i g h t l y  over 8 p e r  c e n t .3 (T able 3-2) This t re n d  continued  
in to  1971, g iv in g  Greece one o f  th e  top  fo u r  r a te s  o f growth in  th e
it
e n t i r e  OECD reg io n  f o r  th e  l a s t  decade.
Throughout th e  decade o f  th e  s i x t i e s ,  a g r i c u l tu r a l  o u tp u t grew 
a t  a much slow er pace than  GDP, averag ing  only  2 .9  p e r  cen t p e r  annum. 
In 1967, th e  h ig h e s t  r a t e  o f growth was reco rd ed  (4 .5  p e r  c e n t ) ,  bu t in  
th e  n ex t two y ea rs  i t  f e l l  t o  a d isa p p o in tin g  2 .1  p e r cen t p e r  y ea r
3The New York Tim es, A p ril 2 7 , 1971.
^Greece was th e  t h i r d  f a s t e s t  a re a  o f  economic growth during  
th e  p e rio d  1950-63, averag ing  a 6 .5  p e r  c e n t y e a r ly  in c re a se  in  GNP.
I t  fo llow ed Germany a t  7 .5  p e r  cen t and I t a ly  a t  6 .9  p e r  cen t accord ing  
to  th e  Bank o f  G reece’s The Greek Economy in  1963, pp. 96-112. For th e  
c u r re n t d a ta  see  Main Economic In d ic a to rs  Trom t)ie OECD P u b lic a tio n s  
C enter (June 1970), p . 138.
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TABLE 3-1
GROSS DOMESTIC PRODUCT (FACTOR COST) BY SECTORS 
( b i l l i o n  dracham and p e r  cen t o f  t o t a l )
1960 1963 1965 1967 1968 1969
GDP: F ac to r Cost 92.46 121.38 151.67 178.34 189.50 209.85
A g r ic u ltu re , fo re s ­
t r y  and f is h in g  



























E l e c t r i c i t y ,  gas & 
w a te r 














O ther s e rv ic e s 38.81 50.09 62.93 76.85 83.42 91.50
GDP: F a c to r  Cost 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
A g r ic u ltu re , f o re s ­
t r y  and f is h in g  



























E l e c t r i c i t y ,  gas & 
w ate r 
T ra n sp o rta tio n  6 













O ther s e rv ic e s 41.9 41.2 41.4 43.0 44.0 43.6
S o u rce : OECD Economic Survey o f  G reece, 1971.
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TABLE 3-2
GROSS NATIONAL PRODUCT AT MARKET AND CONSTANT PRICES
(m ill io n  drachma)
Year
Gross N a tio n a l Product 
(C u rren t P r ic e s )
Gross N a tio n a l Product 








1965 177,354 165 ,522
1966 197,353 178,767
1967 213,386 188,615
1968 226 ,600 200,100
1969 252 ,200 216,000
1970 272 ,600 233,500
S ource : OECD N a tio n a l Accounts t 1958-67 and Economic In d ic a to rs
(Ju n e , 19*71), pp. 156-57.
48
average in c re a s e .  This very  poor showing a g r i c u l tu r a l l y ,  coupled w ith
a r a p id ly  advancing in d u s t r i a l  s e c to r  le d  th e  l a t t e r  s e c to r  to  account
5
f o r  a la r g e r  sh a re  o f GDP th an  d id  a g r ic u l tu r e  by th e  m id-I960*s .
D espite i t s  poor show ing, th e  Gi-eek a g r i c u l tu r a l  s e c to r  has 
c o n tr ib u te d  s u b s ta n t ia l ly  t o  th e  economy by h e lp in g  to  earn  th e  n eces­
sa ry  fo re ig n  exchange to  purchase c a p i ta l  goods f o r  o th e r  s e c to rs  o f 
th e  economy. The d e s ir e  o f  th e  government to  improve th e  l iv in g  
s ta n d a rd  o f  a g r i c u l tu r a l  workers i s  e v id e n t in  th e  p lan s  which guide th e  
economy and th e  e x te n s iv e  subsidy  programs in  e f f e c t  th roughou t th e  l a s t  
decade. The in te n t  i s  f o r  a g r i c u l tu r a l  ou tpu t to  in c re a se  a t  roughly  
tw o - th ird s  th e  r a te  in  th e  r e s t  o f  th e  economy, i . e . ,  a t  about 4 .5  p e r 
cen t p e r  y ea r—a f ig u re  w e ll above th e  a c tu a l  one.
I n d u s t r i a l  p ro d u c tio n  as e a r ly  as 1951 in c lu d ed  some 86,674 
in d u s t r i a l  c r a f t  u n i ts  employing 319,000 p eo p le . At th e  l a s t  census in  
1963, th e  e n te r p r is e s  (m ostly  s m a ll ,  p r iv a te ly  c o n tro lle d  a n d /o r  fam ily
C
owned o p e ra tio n s )  numbered 122,332 and employment was up t o  471,564.
The government i s  encourag ing  an expansion o f th e  i n d u s t r i a l  s e c to r  o f 
th e  economy; however, G reece’s t r a d i t i o n a l  ro le  as an e x p o r te r  o f 
prim ary p ro d u c ts  i s  employed whenever and w herever p o s s ib le  to  h e lp  
fin an ce  t h i s  expansion .
5Throughout th e  p e r io d  1958-1964, GNP in c re a se d  alm ost 50 p e r  
cen t w hile  a g r i c u l tu r a l  p ro d u c tio n  in c re a se d  on ly  28 p e r  c e n t. "AID 
R ep o rt,"  Development D igest (A p r il  1971), p . 1.
6Foreign T rad e , 134, No. 5 (O ctober 10, 1970), p . 21. Employ­
ment p e r  i n d u s t r i a l  u n i t  ro se  only 0 .2  people in  th i s  p e r io d , going from 
3 .7  employees to  3 .9  employees on th e  average.
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LABOR FORCE CONSIDERATIONS
Because o f  slow p o p u la tio n  growth and ex te n s iv e  em ig ra tio n , 
Greece was sp ared  from excess p o p u la tio n  p re s s u re s  so  o f te n  e v id e n t in  
underdeveloped a re a s . During th e  l a s t  two decades th e  annual growth
n
r a te  o f p o p u la tio n  averaged below one p e r  c e n t. The la b o r  f o r c e ,  l ik e  
p o p u la tio n , was f a i r l y  co n s tan t over th e  l a s t  f iv e  y e a rs —running  about
Q
45 p e r cent o f  th e  p o p u la tio n . S t a t i s t i c s  su g g est an unemployment
r a te  o f le s s  th an  th re e  p e r  cen t o f  th e  la b o r  fo rc e .  However, th e se
f ig u re s  may f a i l  t o  measure any d isg u ise d  unemployment in  th e  Greek
economy and th e  e x te n t o f  sea so n a l employment.
Although a  sh o rtag e  o f s k i l l e d  la b o r  and a su rp lu s  o f u n s k il le d
la b o r  i s  p ro fe s se d , many o u ts id e  o b se rv ers  f e e l  t h a t  th e  la b o r  market
g
in  Greece i s  n o t as d ism al as th e  government views i t .  O p tim ists  see 
th e  gap between th e  wages o f s k i l l e d  and n o n -s k i l le d  w orkers as sm all 
and s te a d y , in d ic a t in g  th a t  a l l  th e  excess la b o r  i s  n o t u n s k i l le d ,  
a lthough  c e r ta in  sh o rtag e s  o f  p a r t i c u la r  s k i l l s  do a r i s e .
Main Economic I n d ic a to r s , op. c i t . , p . 139.
8From 1966 t o  1969, p o p u la tio n  grew from 8,614,000 to  
8 ,835 ,000 , w hile  th e  la b o r  fo rc e  expanded by 32,000 reach in g  3,866,000 
in  1969.
90ECD Economic Survey o f Greece ( P a r i s :  OECD P u b lic a tio n s
C en te r, February 1971), pp. 11-12; and I n te r n a t io n a l  F in a n c ia l  News 
Survey, X X III, No. 7 (F e b ru a ry  24 , 1971), p . 50.
^•°0ECD Economic Survey , op. c i t . , p . 13. Wages o f  u n s k il le d  
la b o re rs  a re  s e t  by law ; o tb e r  wages a re  determ ined  by c o l le c t iv e  




E x tensive  em ig ra tio n  from Greece h e lp ed  keep p o p u la tio n  growth 
w e ll w ith in  acc ep ta b le  l im i t s .  (T able 3-3) During th e  l a t e  1 9 5 0 's , 
em ig ra tio n  reached  25,000 p e r  y e a r ,  and by th e  m id-1960 's th e  f ig u re  
quadrup led . The number f e l l  o f f  co n s id e rab ly  in  1967-68 when permanent 
em ig ra tio n  averaged  *+0,000 o r  more w ith tem porary em ig ra tio n  b o o s tin g  
th e  t o t a l  t o  75,000. S ince th e n , a lthough  p re c is e  f ig u re s  a re  n o t 
a v a i la b le ,  em ig ra tio n  from Greece m oderated. G eograph ica lly  most emi­
g ra tio n  s in c e  1962 was toward W estern Europe. In  th e  l a s t  th re e  y ea rs  
a lo n e , em igrant flow s t o  West Germany in c lu d ed  over 80,000 p eo p le .
E m igration t r a d i t i o n a l l y  was th e  r e s u l t  o f  underdevelopm ent in  
th e  Greek econom y.^  While some people c o n s id e r  em ig ra tio n  a s  th e  cause 
o f th e  s c a r c i ty  o f  s k i l l e d  and s e m i- s k i l le d  w o rk ers , o v e ra l l  th e  
e x te n s iv e  em ig ra tio n s  p robab ly  se rv ed  th e  n a tio n  w e ll .  S izeab le  fo r ­
e ig n  exchange e a rn in g s , by h e lp in g  minimize th e  ba lance  o f  t ra d e  d e f i ­
c i t  and supplem enting th e  incomes o f many p o o re r  f a m il ie s ,  compensated 
fo r  th e  p o s s ib le  lo s s  o f  p ro d u c tiv e  s k i l l  to  th e  economy as a w hole, 
e s p e c ia l ly  s in c e  work o f comparable p ro d u c tiv i ty  was u n a v a ila b le  in  th e  
Greek n a t i o n .12 Indeed , i f  t r a d i t i o n a l  economic th eo ry  i s  co n s id e red , 
any m ig ra tio n  from Greece should  se rv e  i t  w e ll .  The movement o f  low- 
p ro d u c tiv i ty  a g r i c u l tu r a l  w orkers may se rv e  to  in c re a se  th e  p ro d u c tiv i ty  
o f  w orkers rem ain ing  in  t h i s  s e c to r  and i f  fu tu re  sh o rta g es  o f  such
HXenophon Z o lo ta s , Monetary E q u ilib riu m  and Economic Develop­
m ent: w ith  S p e c ia l R eference t o  tKe Experience o T T re e c e , 1950-63
(Cambridge: P rin ce to n  U n iv e rs ity  t r e s s ,  1965) , p . 191.
12T his assumes th a t  th e  mass m ig ra tio n s  o f  f a m il ie s  does n o t 
o ccu r; o th e rw ise  e m ig ra n t's  rem itta n c e s  would c ease .
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TABLE 3-3
EMIGRATION: TOTAL AND BY DESTINATION
Year Em igrants Year Em igrants
1958 24,521 1964 105 ,569
1959 23,684 1965 117,167
1960 47,768 1966 86,896
1961 58,837 1967 42,730
1962 84,054 1968 50,866
196 3 100 ,072 1969 63,742
NATION 1965 1966 1967 1968
U nited S ta te s 2878 12191 11778 9839
Germany (E as t 6 W est)* 80569 45494 3730 20201
A u s tra lia 18551 13070 7891 9910
Canada 5543 6267 5752 4910
U nited Kingdom 998 1363 1230 672
I ta ly 1975 2573 1997 749
A frica 1754 1263 665 925
Source: Europa Yearbook 1970, p. 779 *In 1969-70, an e s tim a te d
80,000 Greeks l e f t  t h e i r  n a t iv e  lan d  f o r  Germany.
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w orkers occurs i t  may h e lp  promote th e  enlargem ent and c o n so lid a tio n  o f  
fragm ented a g r i c u l tu r a l  h o ld in g s .
Moreover, em igran ts o f te n  r e tu rn  w ith  modern s k i l l s  and te c h ­
n iques le a rn e d  from t r a in in g  and job  ex p erien ce  gained  in  o th e r  Western 
European n a t io n s ,  th e reb y  e lim in a tin g  some employment t r a in in g  c o s ts  
which would o th erw ise  burden th e  Greek governm ent. While roughly  one- 
fo u rth  o f  th e  em igran ts from Greece r e tu rn  home each y e a r ^  to g e th e r  
w ith  a s ig n i f ic a n t  number o f  r e t i r e d  e m ig r a n ts ,^  e f f o r t s  a re  underway 
to  p rov ide  a d d i t io n a l  inducem ents to  t r a in e d  w orkers to  r e tu rn  home.1  ^
The su ccess  o f  any r e p a t r ia t io n  program r e s t s  bo th  on th e  number who 
re tu rn  and th e  reasons which cause t h e i r  r e tu r n .  N eedless to  s a y , i f  
t h e i r  m o tiv a tio n  i s  d e riv ed  from a re c e ss io n  in  W estern Europe, then  
re a b so rp tio n  problems w i l l  ap p ear in  th e  Greek economy when th e y  re tu rn  
home.
E ducation
E d u ca tio n , in c lu d in g  th e  s p e c ia l iz e d  t r a in in g  o f  w orkers and 
fa rm ers , as w e ll as th e  te c h n ic a l  and p ro fe s s io n a l  t r a in in g  o f  manager­
i a l  and a d m in is tra t iv e  s t a f f ,  i s  a c r u c ia l  a re a  o f  investm ent f o r  th e  
fu tu re  o f  G reece. This i s  an investm en t th a t  se rv es  th e  e n t i r e  popula­
t i o n ,  in  a d d it io n  to  p ro v id in g  a b ro ad e r ta x  base in  th e  economy.
l^Xenophon Z o lo ta s , I n te r n a t io n a l  M igrations and Economic Devel­
opment (A thens: Bank o f  G reece, 1966).
^ S o c ia l  s e c u r i ty  payments from th e  U nited S ta te s  government 
a re  forw arded to  U nited S ta te s  c i t iz e n s  o f Greek o r ig in  who have r e ­
tu rn e d  to  G reece. This alone i s  e s tim a te d  to  r e s u l t  in  over $1.5 
m ill io n  p e r  y e a r , accord ing  to  th e  Bank o f  G reece.
15I n te m a t io n a l  F in a n c ia l News S urvey , op. c i t . , p . 51.
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The e d u c a tio n a l problem s Greece faces  a re  numerous and p a r t i a l l y  
r e f l e c t iv e  o f  i t s  r u r a l  n a tu re .  They in c lu d e  th e  in s u f f ic ie n t  d ev e l­
opment o f  prim ary and h ig h e r  e d u c a tio n , inadequate  t r a in in g  o f  te c h n i­
c ia n s  and m id d le -le v e l su p p o rt p e rso n n e l, l im ite d  c a p i t a l  investm ent 
fu n d s, poor te a c h e r -p u p il  r a t i o s ,  c u r r i c u l a ,  and in te rm e d ia te  educa­
t i o n a l  f a c i l i t i e s ,  and l i t t l e  p re p a ra tio n  o f th e  p o p u la tio n  f o r  th e  
ra p id  te c h n o lo g ic a l and s o c ia l  changes which accompany economic d ev e l­
opment .
The Greek governm ent, r e a l iz in g  e d u c a tio n 's  im portance as a 
long-term  investm ent in  human re so u rc e s  and i t s  u se fu ln e ss  to  economic 
developm ent, in tro d u ced  s u b s ta n t ia l  reform s in  th e  e a r ly  1960' s .  The 
reform s in c lu d ed  f re e  ed u ca tio n  a t  th e  secondary and h ig h e r  le v e l s ,  
e x ten s io n  o f  compulsory ed u ca tio n  to  n in e  y e a r s ,  expanded te a c h e r  
t r a in in g ,  c u r r ic u la  reform  and , most im p o rta n tly , g r e a te r  revenues fo r  
e d u c a tio n a l pu rposes.
Throughout th e  s i x t i e s ,  le s s  than  2 .5  p e r  cen t o f  GNP was 
funded fo r  e d u c a tio n a l p u rp o ses . Spending on ed u ca tio n  must grow more 
ra p id ly  fo r  reform  m easures to  be f u l ly  im plem ented. Although p ro je c ­
t io n s  c a l le d  fo r  an investm ent o f  3 .5  p e r  cen t o f  GNP by th e  mid 1 9 7 0 's , 
t h i s  s t i l l  f a l l s  w e ll below th e  average sp en t in  o th e r  OECD n a tio n s .
The governm ent's  i n t e r e s t  in  e d u c a tio n a l advances and te c h n ic a l  
t r a in in g  i s  p a r t i c u la r ly  im p o rtan t to  th e  n a tio n  s in c e  v o c a tio n a l 
t r a in in g  was g e n e ra lly  n e g le c te d . Programs today  a re  being  geared  to  
promoting b a s ic  ed u ca tio n  to o ls  as w e ll  as  v o c a tio n a l s k i l l s  to  expand
16OECD, The M editerranean R egional P r o je c t : Greece ( P a r i s :
OECD P u b lic a tio n s  C en te r, 19 6 ^), p . 32.
5*+
17th e  experience o f  th e  la b o r  fo rc e . By b e t t e r  u t i l i z i n g  a v a ila b le  
f a c to r s ,  Greece hopes to  overcome i t s  many d e f ic ie n c ie s  in  o th e r  m ater­
i a l  f a c to rs  o f  p ro d u c tio n .
AGGREGATE DEMAND FACTORS
Table 3-*+ b reaks down th e  use o f  re so u rce s  o r  th e  growth o f 
demand in  th e  Greek economy. S ince th e  s ig n in g  o f th e  EEC agreem ent, 
p r iv a te  investm ent in c re a se d  roughly  14 p e r  c n e t p e r  y e a r , and as much 
as 16.5 p e r  cen t in  1967, 1968 and 1969. P u b lic  investm ent averaged 
s l i g h t ly  over 8 p e r  cen t p e r  y e a r  o f  GNP du ring  th e  t o t a l  p e r io d , 
jum p'^g co n s id e rab ly  to  12.5 p e r  cen t o f  GNP in  th e  l a s t  th re e  y e a rs .
Consumption e x p e n d itu re s , which alm ost doubled a t  co n s ta n t 
p r ic e s  over th e  l a s t  decade, d e c lin e d  in  r e l a t iv e  value from 76 p e r  
cen t to  67.5 p e r  cen t o f  GNP. Governm ent's sh a re  o f  ex p en d itu re  in ­
c reased  only s l i g h t l y  w hile  investm ent ex p en d itu re  in c re a se d  c o n s id e r­
a b ly , acco u n tin g  fo r  2 6 t o  29 p e r  cen t o f  GNP in  re c e n t y e a rs . The 
demand fo r  e x p o rts  grew slow ly  u n t i l  th e  in tro d u c tio n  o f  i n d u s t r i a l  
ex p o rts  g en era ted  more ra p id  grow th. Demand f o r  fo re ig n  goods ro se  
much more r a p id ly  than  ex p o rt demands although  th e  r a te  o f growth began 
le v e lin g  o f f  in  th e  l a t e  s i x t i e s .
By 1969, roughly  o n e - th ird  o f  th e  t o t a l  investm ent ex p en d itu re  
was d ire c te d  tow ard d w e llin g s , an o th e r t h i r d  to  t r a n s p o r ta t io n ,
^7These in c lu d e  sh o rt-a n d  meditan-term course o f fe r in g s  and in -  
t h e - f i e l d  t r a in in g  a c t i v i t i e s  p rov ided  by th e  government t o  expand th e  
t r a in in g  and s k i l l  development o f  farm w orkers and owners. Most r e ­
c e n t ly ,  a comprehensive p lan  fo r  te c h n ic a l  ed u ca tio n  and t r a in in g  
f a c i l i t i e s  was announced, in v o lv in g  an i n i t i a l  investm ent o f  $24 m illio n  
over th e  n ex t fo u r  y e a rs .
TABLE 3-4
GROSS NATIONAL PRODUCT BY MAJOR DEMAND COMPONENTS 
( b i l l i o n  drachma and annual percen tage in c re a se )
(1958 p r ic e s )
1963 1964 1965 1966 1967 1968 1969 1970
P riv a te  consumption 103.62 112.52 127.88 140.26 148.41 156.95 169.43 n .a .
Government consumption 15.06. 17.65 20.48 23.26 27.83 29.23 33.25 n .a .
Gross f ix e d  investm ent* 27.20 34.96 40.35 46.89 45.88 60.76 74.80 n .a .
Changes in  s to ck s 3.40 5.94 6.57 0.64 2.41 1.37 0.10 n .a .
Exports 17.58 18.71 20.51 27.32 28.64 28.96 32.60 n .a .
l e s s : Im ports 25.76 32.23 38.84 42.24 41.86 49.49 58.00 n .a .
GNP: market p r ic e s 141.10 157.56 176.94 196.13 211.30 227.77 252.20 273.4
P riv a te  consumption 7.6% 8.8% 7.7% 5.5% 5.5% 6.1% 5.9% 7.2%**
Government consumption 3.4 7.9 7.9 5.0 10.1 3 .1 9 .9 5 .5
Gross f ix e d  investm ent* 10.1 26.5 15.4 11.2 -1 .4 19.3 19.1 6 .9
Changes in  s to ck s — 68.7 1.2 -4 .0 1.0 -0 .1 -0 .5 0 .6
Exports 9 .9 5 .1 10.2 30.8 5.9 2 .1 11.3 11.1
Im ports 14.2 12.8 23.0 — 5.8 8.3 14.9 15.6
GNP: m arket p r ic e s 8 .3 9 .0 7.6 7 .3 5.4 6 .6 7.8 8.0




communication and o th e r  s e rv ic e  in d u s t r i e s ,  and th e  rem aining t h i r d
d iv id ed  f a i r l y  evenly  between a g r i c u l tu r e ,  m anufacturing  and th e  e le c -
18t r i e  and gas in d u s t r i e s .  The most s t r ik in g  change in  investm ent was 
in  th e  d iv is io n  between p r iv a te  and p u b lic  s h a re s .  In  1960, th e  p r iv a te  
s e c to r  accounted  fo r  only  66 p e r  cen t o f  t o t a l  in v estm en t; by 1964 i t s  
sh a re  grew 6 p e r  cen t and i t  s ta y e d  in  th e  72 p e r  cen t range s in c e , 
excep t in  1967 when i t  f e l l  t o  69 p e r  c e n t.  Investm ent in  s e r v ic e s ,  th e  
m ajor u se r  o f  p r iv a te  investm ent funds a f t e r  r e s i d e n t i a l  c o n s tru c tio n  
and in d u s t r i a l  ex p an sio n , i s  h e a v ily  c o n c en tra te d  in  th e  t o u r i s t  in d u s­
t r y  and r e la te d  t r a d e s .  Even th e  c o n s id e rab le  investm en t a lre a d y  being  
made i s  in s u f f ic ie n t  t o  keep pace w ith  th e  growth o f th e  t o u r i s t  in d u s try . 
F urtherm ore, no slowdown in  b u s in e ss  f ix e d  investm en t i s  a n t ic ip a te d  in  
th e  immediate fu tu re  because o f  th e  buoyancy o f b u s in e ss  p r o f i t s .
The governm ent, through ta x  in c e n tiv e s  and s u b s id ie s ,  employ­
ment t r a in in g  f a c i l i t i e s  and p u b lic  investm ent p r o je c t s ,  can in flu e n c e  
th e  p a t te rn  o f e f f e c t iv e  demand in  th e  econony. This became p a r t ic u ­
l a r ly  e v id e n t du ring  th e  m ild re c e s s io n  and reco v ery  th re e  y ea rs  ago.
P r io r  to  th e  re c e s s io n , th e  government d iscouraged  investm ent in  
dw ellings by r a is in g  ta x e s  and c r e d i t  c o s ts ,  b u t when faced  w ith an 
economic dow nturn, i t  im m ediately re sc in d e d  th e se  r e s t r i c t i o n s .  The 
c o n s tru c tio n  in d u s try ,  an in d u s try  where employment e f f e c t s  a re
10By way o f  com parison, investm en t in  m anufacturing  a lone  in  
1967 was 18 .1  p e r  cen t in  A u s tr ia  ( in c lu d e s  m in in g ); 25 .4  p e r  oent in  
West Germany; 22 p e r  cen t in  England; 25 .4  p e r  cen t in  F rance; 28 p e r  
cen t in  I t a ly  ( in c lu d e s  m ining , e l e c t r i c ,  gas and w ater in d u s t r i e s ) ;  
and 32 p e r  cen t in  Spain (1966 f ig u r e ) .  The r e s p e c tiv e  f ig u re s  fo r  
a g r ic u l tu r e  were 5.6 p e r  c e n t ,  5 .4  p e r  c e n t ,  2 .7  p e r  c e n t ,  5 .1  p e r  
c e n t ,  8 .8  p e r  cen t and 10 p e r  c e n t .
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e x te n s iv e  and im ports very  weakly l in k e d , was duly  s tim u la te d . Gener­
a l l y ,  how ever, government a c t i v i t i e s  d iscouraged  c o n s tru c tio n  in  fa v o r
o f  a re a s  where p ro d u c tiv i ty  ga ins were h ig h e r  and where th e  b a s ic
19s t r u c tu r a l  changes d e s ire d  in  th e  economy could  be fo s te re d .
MONEY, PRICES AND CREDIT FACILITIES
The ra p id  r a t e  o f  growth in  th e  r e a l  o u tp u t l e v e l  in  Greece
s in c e  th e  e a r ly  1950 's  was a id ed  by s ta b le  p r ic e s .  From 1955 to  1963,
th e  average annual in c re a se  in  th e  le v e l  o f  p r ic e s  was le s s  th an  2 p e r
c e n t. In  1963, p r ic e s  averaged an in c re a se  s l i g h t l y  over th a t  and in
th e  f iv e  y e a rs  which fo llow ed , p r ic e s  in c re a se d  an average 2 .5  p e r  cen t
20p e r  y e a r , th e  low est r a t e  o f p r ic e  in c re a se  in  any OECD n a tio n .
(T able 3-5) The c o s t o f l iv in g  has shown an upward tre n d  s in c e  1967,
21in c re a s in g  by 11 p e r  cen t between th en  and 1970.
The fav o rab le  r a t e  o f  p r ic e  in c re a se  can be ex p la in ed  in  p a r t
by th e  m oderateness o f  wage demands coupled w ith  th e  r e l a t iv e ly  f re e
22la b o r  m ark e t, d i r e c t  c o n tro ls  over some p r ic e s ,  a lack  o f  p re ssu re  on 
c a p a c ity  in  in d u s try  and f re e  im port p o l ic ie s  imposed in  th e  l a s t  two
^ OECD Economic Survey , op. c i t . , p . 44.
20I b i d . , p . 74.
21The New York Tim es, January  15, 1971.
22The number o f  p ro d u c ts  in c lu d ed  under th e se  c o n tro ls  has 
d im in ished  in  re c e n t y e a r s .  The government a n t ic ip a te s  in te r f e r e n c e  
only  where th e re  i s  ev idence o f  "planned sp e c u la tio n  and p ro f i te e r in g "  
a t  th e  expense o f th e  g e n e ra l p u b lic .
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TABLE 3-5
CONSUMER AND WHOLESALE PRICE INDEXES 
(1963 = 100)
Year W holesale P r ic e s Consumer P r ic e s  
( a l l  item s)
1959 __ 94.0
1960 — 95.7
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decades,23 This s t a b i l i t y  p rov ided  sounder f in a n c ia l  backing o f  both  
p u b lic  and p r iv a te  c r e d i t s  than  would be l ik e ly  under r i s in g  p r ic e s .  
Because o f  th e  s ig n if ic a n c e  o f fo re ig n  tra d e  in  th e  economy, i t  i s  c ru ­
c i a l  th a t  th e se  m oderate in c re a se s  be m ain ta ined  i f  ba lance  o f  payments 
d i f f i c u l t i e s  a re  to  be d e a l t  w ith  more e a s i ly ,
A s ta b le  n a t io n a l  and in te r n a t io n a l  currency  was a m ajor o b jec ­
t iv e  o f  th e  Greek governm ent. To f a c i l i t a t e  t h i s ,  Greek o f f i c i a l s  
c a l le d  fo r  and go t a d ev a lu a tio n  o f th e  drachma by 50 p e r  cen t in  A p ril 
o f  1 9 5 3 , s im u ltan eo u sly  pursu ing  c r e d i t  and monetary p o l ic ie s  condu­
c iv e  to  a r e a l  expansion in  economic o u tp u t. These p o l ic ie s  sought to  
encourage sav ings and to  d iscourage th e  hoard ing  o f  gold  and o th e r  
a s s e t s , t o  encourage p r iv a te  i n i t i a t i v e  in  s p e c u la tiv e  b u s in e ss  ven­
tu re s  and t o  h e lp  p rev en t ba lance  o f  payments d e f i c i t s  from bein g  d is a s ­
tro u s  to  th e  economy. These e f f o r t s  s u c c e s s fu l ly  induced th e  g e n e ra l 
p u b lic  and p r iv a te  in s t i t u t i o n s  t o  d iv e r t  funds in to  p u b lic  banking 
f a c i l i t i e s .  Between 1960 and 1969, commercial bank sav ings d e p o s its  
grew from 10.8  b i l l i o n  drachma to  56.1 b i l l i o n  w hile  tim e d e p o s its  jumped 
from 1 .3  b i l l i o n  to  12.3 b i l l i o n  drachma. (T able 3-6) Gross sav in g s  
as a p ercen tag e  o f  GNP expanded to  over 20 p e r  cen t in  th e  l a s t  decade.
230ecause roughly one q u a r te r  o f  Greek GDP i s  a s so c ia te d  w ith 
im p o rts , th e  h ig h e r  r a te s  o f in f l a t io n  in  W estern Europe and th e  U nited 
S ta te s  a re  expected  to  have an u n d e s ira b le  in flu e n c e  on dom estic p r ic e s .  
This type o f e x te rn a l  in flu e n c e  probably  encouraged th e  more ra p id
expansion o f  p r ic e s  in  th e  l a s t  two y e a rs .
^ A t  th a t  tim e p a r  value was f ix e d  a t  30 drachma to  th e  d o l la r  
and th e re  has been no c a l l  f o r  re v is io n  s in c e .  At th e  tim e th e  govern­
ment hoped th a t  t h i s  would h e lp  secu re  a market f o r  Greek p ro d u c ts  as
w e ll as encourage an in flow  o f  fo re ig n  c a p i t a l .
TABLE 3-6
MONEY SUPPLY AND SAVINGS 
(m illio n  drachma, end o f  p e rio d )
1963 1964 1965 1966 1967 1968 1969 1970*
MONEY 23615 28181 32335 35859 43417 45214 48972 49546
Currency in  c irc u ­
la t io n 16802 20160 23278 26099 33446 33094 35441 34764
S igh t d e p o s its 6831 8021 9057 9761 9972 12147 13531 14782
P riv a te 4528 5224 5803 6048 6064 7446 8256 9275
P u b lic  e n t i t i e s 2023 2615 3022 2938 3337 4041 4615 5007
P u b lic  e n te rp r is e s 263 182 232 775 571 660 661 507
QUASI-MONEY 33847 38249 41878 51319 56142 71281 87100 103834
Saving d ep o s its 19837 22766 25320 31892 35144 46648 56014 65595
Time d e p o s its 5380 4995 4975 5913 7010 8966 12267 15369
P riv a te 4015 4122 4504 5701 6762 8629 11785 14862
P u b lic  e n t i t i e s 1365 873 471 212 248 337 482 500
O ther d e p o s its 8630 10488 11583 13514 13998 15667 18819 22877
TOTAL 57264 66430 74213 87178 99569 116552 136072 156380
S ource: OECD Economic Survey o f  G reece, 1971. *Through November.
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This s ig n i f ic a n t  in c re a se  in  sav ings added co n s id e rab ly  to  th e  
l iq u id i ty  o f  th e  money market and l im ite d  th e  need to  r e ly  on fo re ig n  
funds. Government s a v in g , acco rd ing  to  c u r re n t p lann ing  p ro p o sa ls ,  
w i l l  average 3.5 p e r  cen t o f  GDP by 1972.^5
As p r iv a te  sav ings expanded, commercial banks p ro sp ered  and nu­
merous changes were made in  th e  banking s t r u c tu r e .  The Bank o f  Greece— 
a t  one tim e p r a c t i c a l l y  th e  s o le  source o f loan funds in  th e  economy— 
g rad u a lly  re l in q u is h e d  much o f  i t s  c r e d i t -g r a n t in g  a b i l i t i e s  to  
commercial banks. R ediscounting  was in tro d u ce d  to  s tre n g th e n  th e  
dependence o f commercial banks on th e  c e n tr a l  bank and to  guaran tee  a  
co n stan t source  o f  funds. S t r i c t  c o n tro ls  were imposed to  d iscourage 
non-p roductive  and s p e c u la tiv e  investm en ts and, a t  th e  same tim e , to  
encourage th e  use o f  p r iv a te  d e p o s its  f o r  long -term  developm ent p r o je c ts .
Bank c r e d i t  underwent f u r th e r  changes in  1963 by expanding th e  b a s is  on
26which c r e d i t  would be o f fe re d  and low ering th e  c o s t o f borrcw ing.
Monetary p o lic y  r e l i e s  p r im a r ily  on s e le c t iv e  c o n tro ls  to  chan­
n e l funds tow ards high p r io r i t y  a reas  such as ex p o rt expansion  o r  im­
p o r t  s u b s t i tu t io n  and away from such item s as im ports o f consumer goods,
dom estic t ra d e  and b u ild in g  a c t i v i t i e s .  Many p o lic y  m easures are
27prompted by b a lan ce  o f  payments c o n s id e ra tio n s .
25OECD Economic Survey , op. c i t . , p . 39.
26For more d e ta i l s  on th e  methods employed by th e  government 
see Wray 0. C a n d il is ,  The Economy o f G reece, 19*m-66 (New York: F. A.
P ra eg e r, a s p e c ia l  s tu d y , 1§68), pp. 102-106.
27R ecently  a p lan  to  encourage sav in g s  by Greek em igran ts and
seamen in  Greek banks was in tro d u ce d  accord ing  to  I n te r n a t io n a l  F inan­
c i a l  News S urvey , February 2 ^ , 1971, pp. 50-51.
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S tra ig h tfo rw a rd  c o n tro ls  and r e g u la t io n s ,  th e  prim ary ty p e  o f 
monetary p o lic y  in  th e  m id -1 9 6 0 's , a re  c u r re n tly  d iscou raged . A more 
s o p h is t ic a te d  system  o f  d i f f e r e n t ia te d  i n t e r e s t  r a te s  and re se rv e  r e ­
quirem ents re p la ce d  them. One such a ttem p t sought to  eq u a liz e  bank 
ea rn in g s  from lo an s  by using  d i f f e r e n t i a l  i n t e r e s t  r a t e s .  This r e ­
q u ired  a schedu le  o f  s l id in g  s c a le  re se rv e  requ irem ents  which v a r ie d  
acco rd in g  to  th e  ty p e  o f len d in g  em ployed.28
More long-term  c r e d i t  became a v a ila b le  in  th e  l a s t  two y e a rs . 
However, d e s p ite  f in a n c in g  l i m i t s ,  h ig h e r  i n t e r e s t  r a te s  and h ig h e r  
len d in g  c o s ts ,  funds s t i l l  seemed more prone to  flow  in to  th e  housing 
s e c to r  and o th e r  s e rv ic e  t r a d e s ,  e s p e c ia l ly  to u rism , than to  th e  in d u s­
t r i a l  s e c to r .  The H e lle n ic  I n d u s t r ia l  Bank, a government-owned e n te r ­
p r i s e ,  was e s ta b l is h e d  to  p rov ide  more so u rces  o f medium- and lo n g -te rn  
funds. This i n s t i t u t i o n ,  and o th e r  such a g e n c ie s , h e lp  to  a t t r a c t  
fo re ig n  c a p i t a l ,  to  f in an ce  and promote r e o rg a n iz a t io n , c o n s o lid a tio n , 
and m odern ization  o f  m anufacturing  p la n ts  and e n te r p r i s e s ,  and to  c re a te
new concerns. In  a d d it io n  th e  development banks pursue p o l ic ie s  to
29encourage s to ck  exchange use .
The c a p i t a l  m arket became p r a c t ic a l ly  in a c t iv e  during  th e  war 
y ea rs  because o f th e  c o n c en tra tio n  o f  ownership o f sh a re s  during  th e  bad 
tim es b e fo re  th e  w ar, th e  p reoccupation  w ith economic and p o l i t i c a l  
i n s t a b i l i t i e s  and th e  r e s u l t in g  d e s ire  f o r  "secu re"  in v es tm en ts , and
2 8qeCD Economic Survey , op. c i t . , p . 25 , fo o tn o te  9 .
29C a n d il is ,  og. c i t . , pp. 119-23, p o in ts  ou t s e v e ra l  government 
p o l ic ie s  i n s t i t u t e d  t o  encourage th e  development o f a v ia b le  s to ck  ex­
change m arket and th e  use o f c a p i t a l  sh a re s  by p r iv a te  companies.
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th e  low y ie ld  a v a i la b le  in  s e c u r i t i e s  compared w ith o th e r  o p p o rtu n i­
t i e s . 30 The d e f ic ie n c ie s  in  t h i s  m arket today  a re  p r im a r ily  from th e  
supply  s id e .  The m a jo rity  o f companies in c lu d ed  on th e  exchange are  
"fam ily  e n te r p r i s e s " ,  meaning th a t  few new s to ck s  are  o f fe re d  fo r  p u b lic  
s u b s c r ip tio n . Bond is s u e s  a re  o f fe re d  p r im a r ily  by th e  government 
(c o rp o ra te  bonds account f o r  le s s  th an  5 p e r  cen t o f  such i s s u e s ) .
B ehav io ra l b a r r i e r s  have p rev en ted  e f f o r t s  to  encourage s tock  
m arket p a r t ic ip a t io n  and long-term  in v estm en ts . T r a d i t io n a l ly ,  th e  
Greek people wished to  h o ld  h ig h ly  l iq u id  a s s e ts  and t o  keep s tock  
h o ld in g s  p r iv a te .  The tim e re q u ire d  to  circum vent such a t t i tu d e s  might 
be d im inished  somewhat by m inim izing government com petition  in  th e  
fu n d s ' m arket. In  a d d itio n  th e  government must s t i c k  by i t s  d ec is io n  
to  d iscourage investm en ts in  housing—som ething i t  has been r e lu c ta n t  
to  do in  th e  p a s t .
PUBLIC FINANCE
Throughout th e  f i f t i e s  th e  Greek government sought to  e lim in a te  
budget d e f i c i t s ,  develop budget s u rp lu s e s ,  and acco rd in g ly  h e lp  f in an ce  
p u b lic  in v estm en ts . U nited S ta te s  a id  was a m ajor source o f a s s is ta n c e  
u n t i l  th e  s i x t i e s  when em phasis was p la ce d  on p u b lic  borrow ing , p a r­
t i c u l a r l y  from th e  banking system . Foreign  borrowing was to o  expensive 
as a prime source o f lo n g -te rm  funds because o f  th e  a s so c ia te d  s e r ­
v ic in g  burdens. C onsequently , th e  government in c re a se d  th e  a t t r a c t i v e ­
n ess  o f  i t s  bond o f fe r in g s  t o  encourage g r e a te r  p a r t ic ip a t io n  by th e
30This was p a r t i c u la r ly  tim e in  the  e a r ly  1960's  when sav ing  
d e p o s its  p a id  premium r a te s  o f  i n t e r e s t .
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g e n e ra l p u b lic  and by i n s t i t u t i o n a l  i n v e s to r s .3* The government reco g ­
n ized  th a t  borrow ing was no t the  b e s t  means o f  g a in in g  funds s in c e  i t  
d iv e r te d  money which would o therw ise  be a v a i la b le  f o r  p r iv a te  in v e s t ­
m ent; n e v e r th e le s s  i t  con tinued  to  use T reasury  B i l l s  as th e  m ajor 
source o f d e f i c i t  f in an c in g  and on occasion  ex tended th e  a u th o riz e d  
c e i l in g s  fo r  c e n t r a l  bank lend ing  to  th e  government on a n t ic ip a te d  a id  
and loan funds because i t s  a c t i v i t i e s  were e s s e n t i a l  a t  t h i s  s ta g e  o f  
economic expansion .
The methods employed by th e  Greek government to  r a i s e  p u b lic  
s a v in g s , both  in  th e  1950 's and in  th e  l a t e  1 9 6 0 's , in v o lv ed  l im it in g  
government e x p en d itu re s  and e n la rg in g  government revenues to  y ie ld  a 
su rp lu s  in  the  o rd in a ry  budget. S p e c if ic  a re a s  o f  cu tbacks in  expen­
d i tu re  were subsidy  programs and government employment. The government 
a ls o  a n t ic ip a te d  expansion o f  i t s  revenues through ta x  reform s and 
in c re a se d  a d m in is tra tiv e  e f f ic ie n c y  in  ta x  c o l le c t io n .  F u r th e r  sav ings 
accrued  through g r e a te r  r e s t r a i n t s  on o rd in a ry  budget e x p e n d itu re s .
The bulk  o f government e x p en d itu re s  (ro u g h ly  50 p e r  cen t o f  
c e n t r a l  and 40 p e r  cen t o f  t o t a l  government) were fo r  n a t io n a l  d e fen se ; 
18 p e r cen t o f  ex p en d itu re s  were d ire c te d  tow ard e d u c a tio n , an amount 
e q u iv a le n t t o  2 .4  p e r  cen t o f GNP o r  roughly  o n e - th ird  o f  governm ent's 
non-defense spend ing . T o ta l non-defense  ex p en d itu re s  accounted fo r  
7.9  p e r  cen t o f  GNP and defense ex p en d itu re s  t o t a l l e d  5 .3  p e r  cen t o f 
GNP.
3^0ECD Economic Survey, op. c i t . , p . 24.
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A s ig n i f ic a n t  sh are  o f  government funds in  the  1960 's went in to
th e  a g r i c u l tu r a l  s e c to r  through farm su p p o rt p o l ic ie s  and i r r i g a t io n
program s, and to  government t r a n s p o r ta t io n  and communication f a c i l i -  
32t i e s .  (T able  3-7 l i s t s  th e  annual revenues and ex p en d itu re s  o f  th e  
o rd in a ry  and c a p i t a l  b u d g e ts .)  Government ex p en d itu re s  on r e a l  f ix e d  
investm ent in c re a se d  s ig n i f ic a n t ly  during  1966-69.
Most p u b lic  investm en ts  a re  c o n c en tra te d  in  a g r ic u l tu r e ,  t r a n s ­
p o r ta tio n  and e l e c t r i c  power p ro d u c tio n . I n d u s t r ia l  investm en ts a re  
minimized s in c e  p r iv a te  in v e s to rs  are  u su a lly  a v a i la b le .  Housing expen­
d i tu re s  d ecreased  s ig n i f i c a n t ly  in  1962 when th e  government withdrew 
from th e  f i e l d ,  a llow ing  p r iv a te  e n te r p r is e  to  tak e  over. Power produc­
tio n  was a m ajor f i e l d  o f  em phasis th roughou t th e  l a s t  decade beccuse 
i t  was so  c r u c ia l  t o  th e  d e s ire d  i n d u s t r i a l  expansion . Also road  and 
highway c o n s tru c tio n  was u rg e n tly  needed to  h e lp  expand the  t o u r i s t  i n ­
d u s try  and to  se rv e  as an im portan t ad ju n c t to  i n d u s t r i a l  developm ent.
The ta x  system  i s  w eighted h e a v ily  tow ards in d i r e c t  ta x e s ,
33although reform s a re  underway. D irec t ta x e s  account f o r  roughly  10 
p e r cen t o f GDP as opposed to  an average o f  20 p e r  cen t in  o th e r  OECD 
n a tio n s .  E x tensive  r e l ia n c e  on revenues from im port t a x e s ,  which cu r­
r e n t ly  p rov ide  U0 p e r  c en t o f  i n d i r e c t  ta x  rev en u es , w i l l  g ra d u a lly  be 
re p lac ed  by a more p ro g re ss iv e  ta x  system , a more e f f i c i e n t  c o l le c t io n  
procedure f o r  d i r e c t  ta x e s ,  and a h e a v ie r  burden o f ta x  on r e a l  e s ta te  
g a in s  and p ro p e r ty ,  although  no rush tow ards reform  i s  a n t ic ip a te d .
32I b i d . , p . 21.
33I b i d . , p . 39.
TABLE 3-7
GOVERNMENT RECEIPTS AND EXPENDITURES 
( b i l l i o n  drachma)
1963 1964 1965 1966 1967 1968 1969 1970*
ORDINARY BUDGET:
Revenue 21.7 24.8 28.2 34.1 38.7 44.8 50.4 48.7
D irec t tax es 3.6 4.5 4.5 5 .7 6 .7 8.2 9 .5 9 .5
In d ire c t  tax es 14.9 17.2 20.4 24.7 28.4 32.1 36.1 35.1
O ther revenue 3.1 3.2 4.8 3.7 3.6 4.5 4 .8 4 .1
E xpenditures 20.0 24.0 28.6 32.0 38.4 42.9 47.7 45.1
Balance 1.7 0 .8 -0 .4 2 .1 CO•o 2 .0 2 .7 3.6
INVESTMENT BUDGET:
Revenue 0.5 0 .7 1 .3 0.9 1.6 n .a . n .a . n .a .
Expenditures 5 .1 5 .4 5 .4 7 .1 7.2 n .a . n .a . n .a .
Balance -4 .5 -4 .6 -4 .0 -6 .2 -5 .6 -8 .5 -1 0 .0 -6 .2
O verall Balance -2 .8 -3 .8 -4 .4 -4 .0 CO•inf -6 .5 -7 .3 -6 .2
S ource: Monthly S t a t i s t i c a l  B u l le t in ,  Bank o f  G reece. *Through November
o>CT>
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C orporate ta x  r e c e ip ts  w i l l  n o t se rv e  as a  s ig n i f ic a n t  source 
o f  funds in  th e  immediate fu tu re  i f  th e  governm ent's p o l ic ie s  o f  ta x  
in c e n tiv e s  and r e l i e f  f o r  investm en t ex p en d itu re s  prove s u c c e s s fu l .
Tax p o l ic ie s  g e n e ra lly  a re  designed  to  encourage sav ings and in v e s t­
ment and to  d iscourage ex p en d itu re s  on luxury  consumer goods such as 
y a c h ts ,  a i r  c o n d itio n e rs  and race  h o rse s . To encourage investm ent in  
th e  more remote reg io n s  o f  G reece, g r e a te r  ta x  b e n e f i ts  a re  made a v a i l ­
ab le  which vary  d i r e c t ly  w ith  th e  d is ta n c e  o f  th e  proposed investm ent 
from th e  A thens-P iraeus complex. Extending th e  use o f  d i r e c t  ta x e s  
through a widened ta x  base  p lu s  g r e a te r  p ro g re s s iv i ty  in  th e  ta x  
s t r u c tu r e  w i l l  h e lp  to  in c re a se  th e  in f lu e n c e  o f  budget p o l ic ie s  on 
th e  p a t te rn  o f  economic b e h a v io r , p a r t ic u la r ly  s h o r t- ru n  demand p a t­
t e r n s ,  a burden th a t  h e re to fo re  r e s te d  p r im a r ily  on monetary p o lic y .
THE BALANCE OF PAYMENTS (TABLE 3-8)
A very un favorab le  r a t i o  o f  e x p o rts  to  im ports e x i s t s  in  
G reece. F ig u ra tiv e ly  i t  m ight be s a id  th a t  th e  ba lance o f  tra d e  is  
G reece 's  A c h il le s ' h e e l .  In o rd e r  to  f in an ce  th e  ex te n s iv e  ba lance o f 
tra d e  d e f i c i t ,  r e l ia n c e  r e s t s  on e a rn in g s  from sh ip p in g , e m ig ra n t's  
r e m itta n c e s , and to u rism . Moreover th e  sm all s iz e  and s t r u c tu r a l  make­
up o f  Greece t i e  i t  very t i g h t l y  to  th e  fo re ig n  tra d e  s e c to r .  The main 
c o n s tr a in t  on ra p id  growth i s  i t s  l im ite d  fo re ig n  exchange e a rn in g s .
Greece has ex p erien ced  p e r s i s te n t  tra d e  d e f i c i t s  s in c e  19*18. 
Im ports acoounted f o r  alm ost o n e - f i f th  o f  t o t a l  ex p en d itu res  in  th e  
economy w hile e x p o rts  c o n tr ib u te d  on ly  o n e-e ig h th  to  GNP. Since 1965, 
buoyed by expanding w orld t r a d e ,  good h a rv e s ts  and th e  m atu ra tio n  o f
TABLE 3-8
BALANCE OF PAYMENTS 
Payments and S u p p lie rs ' C red it B asis 
(m illio n  d o l la r s )
1965 1966 1967 1968 1969 1970
Trade Balance f . o . b . / c . i . f . -702.0 -749.2 -708.6 -783.6 -903 .3 -1092.3
Exports 330.9 403.5 452.6 464.9 530.0 612.3
Im ports 1032.9 1152.7 1161.2 1248.5 1433.3 1704.6
S e rv ic e s , n e t 210.1 252.3 249.7 292.1 274.1 328.7
T ran sp o rta tio n 145.5 149.8 183.8 212.6 211.9 227.7
Foreign t r a v e l 66 .1 102.9 86.1 77.9 101.6 138.4
Investm ent income -9 .9 -1 6 .8 -2 4 .5 -2 8 .6 -33 .9 -4 4 .4
Government -2 .6 14.5 6 .1 11.0 -2 3 .0 -1 2 .7
T ra n s fe rs , n e t ,  o f  which: 223.5 239.7 236.5 239.5 277.7 344.7
E m igran ts ' rem ittan ces 206.9 235.0 232.1 239.4 277.0 243.1
C urrent Balance -268 .4 -257.2 -228 .4 -252.0 -351.5 -411 .3
Non-monetary c a p i t a l ,  n e t ,
e r ro r s  and om issions 231.7 247.4 191.4 211.7 259.3 304.5
Long-term, n e t 203.7 219.3 171.4 203.0 202.9 275.9
Government 25 .4 69.3 10.7 14.1 18.3 1 .3
P ub lic  e n te rp r is e s 24 .8 2.0 19.2 7.8 16.8 4.5
T echn ical companies — — 68.1 70.8 80.6 80.0
P r iv a te ,  o th e r  than  r e a l
e s ta te  6 s u p p l ie r s ' c r e d i ts 104.7 73.2 — - - — 73.4
Real e s ta te  investm ent — 57.0 40.1 50.9 58.6 65.6
S u p p lie rs ' c r e d i t 12.8 17.8 33.3 59.4 58.6 51.1
TABLE 3-8 (c o n t)
1965 1966 1967 1968 1969 1970
Non-monetary c a p i t a l ,  n e t (c o n t)
S h o rt- te rm , e r ro r s  5 om issions 28.0 27.2 20.0 8.7 56.4 28.6
C urrent and non-monetary 
c a p i ta l  t ra n s a c tio n s -3 6 .7 -9 .8 -3 1 .0 -4 0 .3 -92 .2 -106 .8
Monetary i n s t i t u t i o n s ,  o f  which: 4.0 12.4 18.7 30.0 37.3 64.8
Foreign exchange d ep o s its 3.2 11.2 8.2 21.3 27.2 45.3
Balance on O f f ic ia l  S e ttlem en ts -3 2 .7 1 .7 -1 2 .3 -1 0 .3 -54 .9 -42 .0
Gold and fo re ig n  exchange 
re se rv e s -3 1 .0 12.4 13.5 35.8 -4 .9 -1 6 .4
SDR's drawings — — — — -- -1 7 .8
O ther, in c lu d in g  t r a n s f e r s  
o f gold9 -1 .7 -1 0 .7 1 ro cn • GO -4 6 .1 -5 0 .0 -8 .8
O f f ic ia l  re se rv e s  (o u ts ta n d in g ,
end o f  p e rio d ) 235.3 247.6 261.1 296.9 292.0 275.6
S u p p lie rs ' c r e d i t  (o u ts ta n d in g ,
end o f  p e rio d ) 239.8 285.2 309.4 378.7 434.1 516.6
Source: Monthly S t a t i s t i c a l  B u l le t in , Bank o f G reece. N otes: aT ran sfe rs  o f  gold from th e  Domestic




im p o rtan t investm en ts  in  ex p o rt i n d u s t r i e s ,  ex p o rts  grew by 85 p e r  
cen t w hile  im ports expanded le s s  ra p id ly  by 65 p e r  c e n t.
The c u r re n t  account p ic tu re  m inim izes somewhat th e  t ra d e  d e f i ­
c i t .  Here w ith  th e  h e lp  o f  in v is ib le  e a rn in g s , i . e . ,  e m ig ra n t's  re m it­
tan ces  ($330 m ill io n  in  1970), t o u r i s t  r e c e ip ts  ($190 m illio n  in  1970), 
and sh ip p in g  r e c e ip ts  ($225 m illio n  in  1 9 7 0 ),3** th e  d e f i c i t  i s  cu t to  
roughly  o n e - th ird  th e  goods d e f i c i t .  The rem aining t h i r d  i s  la rg e ly  
f in an ced  by in flow s o f  p r iv a te  c a p i t a l  and government borrow ing abroad .
A p p lica tio n s  fo r  d i r e c t  fo re ig n  investm ent in  Greece in c re a se d  
co n sid e rab ly  in  th e  l a s t  few y e a r s .  There i s ,  however, u su a lly  a s ig ­
n i f i c a n t  la g  between th e  a p p l ic a t io n ,  i t s  ap p ro v a l, and the  a c tu a l
35flow o f  re so u ro e s , a lthough  th e  s tea d y  n a tu re  o f  such a p p lic a t io n s  
in d ic a te s  a w ill in g n e s s  to  in v e s t  in  Greece which was lack in g  th rough­
out most o f  th e  s i x t i e s .
The b a s ic  s t r u c t u r a l  d e f ic ie n c ie s  in  th e  ba lance of payments 
make th e  c o u n try 's  fo re ig n  tra d e  p o s it io n  very v u ln e ra b le . Apart from
a l im ite d  ex p o rt c a p a c ity  in  th e  economy, th e  n a tio n  e x h ib i ts  a s tro n g
3 5  •inoome e l a s t i c i t y  o f  demand f o r  im p o rts , fo rc in g  con tinued  r e l ia n c e
^ t r a n s p o r t a t i o n  e a rn in g s  were down in  1967-69 because o f  a r e ­
lu c ta n c e  to  r e p a t r i a t e  th e  ea rn in g s  fe a r in g  p o s s ib le  cu rrency  in s t a ­
b i l i t y  a f t e r  th e  coup and th e  h igh i n t e r e s t  r a te s  p re v a il in g  ab road .
35For exam ple, a 1969 approval was given an I t a l i a n  company to  
produce autom obiles and t r a c t o r s  w ith  an investm ent o f  $110 m il l io n ;  
b u t th e  f u l l  im pact w i l l  n o t occur in  Greece f o r  e ig h t  y e a rs .
36it was e s tim a te d  a t  1 .8  by th e  OECD during  th e  p e rio d  1960- 
1966 and was expected  to  f a l l  to  1 .3  d u ring  1966-1972.
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on th e  in v is ib le  accoun ts  p lu s  c a p i t a l  in flow s t o  f in an ce  p e r s i s te n t  
d e f i c i t s .
In th e  immediate fu tu re  th e re  appears no sim ple way to  decrease  
Greek dependence on th e  e x te rn a l  s e c to r .  Exports and im ports co n tin u e , 
th e r e fo r e ,  t o  be an im portan t s tim u la n t and d ra in  on th e  economy, 
n e c e s s i ta t in g  in c re a se d  p ro d u c t iv i ty  in  and expansion o f  th e  im port 
s u b s t i tu t io n  and e x p o rt in d u s t r ie s .  I t s  t i e s  to  th e  advanced economies 
o f  Western Europe and th e  co m p etitiv e  p o s it io n  o f  Greek a g r ic u l tu r e  
and in d u s try  in  th e se  economies becom es, th e r e f o r e ,  e s s e n t i a l  to  the  
s u rv iv a l  and p ro s p e r i ty  o f  th e  Greek economy in  the  f u tu re .
PLANNING IN THE GREEK ECONOMY
Throughout th e  f i f t i e s  no sy s te m a tic  o r  c o n s is te n t  framework 
o f  p lann ing  t a r g e t s  o r  s t r a t e g i e s  was e v id e n t.  By 1959, th e  hodge­
podge o f  economic p o l ic ie s  pursued  by th e  v ario u s  m in is t r ie s  in  d ev e l­
oping p u b lic  works was growing so  d iv e r s i f ie d  th a t  a f iv e  y e a r  p lan  
(1959-64) was su g g ested  and developed by th e  Research Committee fo r  th e  
O rgan ization  o f  Economic P lan n in g . This p lan  was so  poo rly  d ev ised  
th a t  th e  economy q u ick ly  su rp assed  many o f  the  p re sc r ib e d  g o a ls  and ran  
w oefully  behind  o th e r  more c r u c ia l  ones (such as e x p e c ta tio n s  w ith 
reg a rd  to  p u b lic  in v e s tm en t, p r iv a te  investm ent and ex p o rts  and 
im p o r ts ) .3*^
In 1964, th e  C enter o f  P lann ing  and Economic Research in  Athens 
began develop ing  a more com prehensive and d ig e s t ib le  p lan  f o r  th e
3^Diomedes P s i lo s ,  "Postw ar Economic Problems in  G reece ,"  in  
Eoonomic Development I s s u e s : G reece , I s r a e l , Taiwan, T ha iland  (Supple­
mentary Paper is su e d  by th e  Committee on Economic Development, 1968), 
pp. 1-77.
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p e rio d  1966-70. The p lan  in c o rp o ra te d  a more s c i e n t i f i c  approach to  
p lann ing  tech n iq u es  b u t was s t a l l e d  by p o l i t i c a l  maneuvering u n t i l  the  
1968-72 p e r io d .
The 1968-72 P lan seeks changes in  p u b lic  i n s t i t u t i o n s  and 
development o f  an expanded la b o r  and management su p p ly , along w ith th e  
maximum use o f  p r iv a te  i n i t i a t i v e  in  th e  economy. The fo llo w in g  o b jec ­
t iv e s  a re  ex p ressed : (1 ) an annual in c re a se  in  GNP o f  7 .5  to  8.5 p e r
cen t p e r y e a r ;  (2 ) continuance o f monetary s t a b i l i t y ;  (3 )  expanded 
com petition  in  o rd e r t o  in c re a se  p ro d u c tiv i ty  in  both  a g r ic u l tu r e  and 
in d u s try  and to  h e lp  move th e  economy in  a co n cre te  manner tow ard an 
a d ap ta tio n  o f  th e  Greek economy t o  c o n d itio n s  in  th e  EEC; (*+) improve­
ment in  th e  com position o f in v estm en t, p ro d u c tio n  and th e  ba lance of 
paym ents; (5 ) an expansion o f  job  o p p o r tu n it ie s  and r e lo c a t io n  o f low 
p ro d u c tiv ity  w orkers; (6 )  a g r e a te r  d is p e r s a l  o f  economic a c t iv i t y  
through th e  more r a t io n a l  d i s t r ib u t io n  o f in f r a s t r u c tu r e  and o th e r  
p u b lic  investm ent p r o je c t s ;  (7 )  th e  rem oval o f  in e q u i t ie s  to  f re e  
o p p o rtu n ity  in  economic en d eav o rs; and (8 ) an expansion and b e t t e r  
balance in  th e  a g r i c u l tu r a l  and in d u s t r i a l  s e c to r s  o f  th e  economy.
E x tensive  changes in  a g r ic u l tu r e ,  in d u s try  and th e  ba lance  of 
payments a re  en v is io n ed . Most a re a s  o f  th e  economy have responded to  
th e  p la n 's  g o a ls ,  and many s t r u c t u r a l  changes have o ccu rred  which w i l l  
h e lp  d iv e r s i fy  and s tre n g th e n  Greek development e f f o r t s .  The p o l ic ie s  
designed  t o  expand e x p o r ts ,  encourage i n d u s t r i a l  p ro d u c tio n  and to  
p rov ide  f o r  im port s u b s t i tu te s  a re  en joy ing  p a r t i c u la r  su cc e ss .
A g r ic u ltu ra l  su ccess  i s  much le s s  e v id e n t .  D espite good h a r­
v e s ts  in  re c e n t y e a r s , a g r ic u l tu r a l  p ro d u c tio n  has s ta y e d  w e ll below
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th e  fo u r  to  f iv e  p e r  cen t growth r a te  en v is io n ed  in  th e  P lan . New 
farm ex p o rts  have h e lp ed  re p la c e  tobacco  and o th e r  t r a d i t i o n a l  crops 
as a source  o f  fo re ig n  exchange ea rn in g s  b u t th e  n ecessa ry  t r a n s f e r  o f  
re so u rces  from t r a d i t i o n a l  crops tow ards meat and d a iry  p ro d u c ts  where 
dom estic demand has in c re a se d  c o n s id e rab ly  has f a i l e d  to  m a te r ia l iz e ,  
p u tt in g  a d d i t io n a l  p re s su re s  on th e  ba lan ce  o f  paym ents. T his i n a b i l i t y  
to  a p p ro p r ia te ly  expand th e  a g r i c u l tu r a l  s e c to r  a ls o  m inim izes th e  
p ro g ress  made in  narrow ing gaps in  re g io n a l  incomes and l iv in g  
s ta n d a rd s .
The Greek government has ex p ressed  an in t e r e s t  in  long-range 
p lan n in g  as w e ll  as  medium-term p lan n in g . F u tu re  p lan s  c a l l  f o r  p ro v i­
s io n  o f some long-run  o b je c tiv e s  (c o v e rin g , f o r  example th e  y ea rs  1985- 
2000) to  guide th e  medium-term p lan n e rs  in  th e  c r u c ia l  y ears  ahead. 
R egardless o f th e  outcom e, th e  government seeks one m ajor o b je c t iv e :  
to  l im i t  government a c tio n  in  th e  economy to  th e  supply  o f economic 
and s o c ia l  i n f r a s t r u c tu r e ,  leav in g  th e  m ajor r e s p o n s ib i l i ty  and i n i t i a ­
t iv e  in  th e  economic system  t o  th e  p r iv a te  s e c to r .
POLITICAL SITUATION
The f re e  w orld  g re e te d  th e  coup d ' e t a t  in  Greece in  A p ril o f  
1967 w ith  g re a t  d i s t a s t e  see in g  i t  as a  blew to  freedom and democracy.
A m i l i ta ry  regime headed by George Papadopoulos re p la ce d  th e  c o n s t i tu ­
t i o n a l  monarchy, in tro d u c in g  sev ere  l im i ts  on freedom o f  sp eech , p re ss  
and p o l i t i c a l  a c t io n . However few, i f  any , economic h a rd sh ip s  were 
imposed on th e  populace and in  th e  f iv e  y ea rs  s in c e  then  th e  people o f
In 1968 th e  d if fe re n c e  in  p e r  c a p i ta  income in  r u r a l  and urban 
a reas  was over $500.
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Greece have en joyed growing p ro s p e r i ty  and incom es. In  f a c t ,  th e  
economic boom has k ep t th e  people very  co n ten t p ro v id in g  a f r ie n d ly  
environm ent in  which to  implement th e  governm ent's economic p o l ic ie s .
I t  i s  u n lik e ly  th a t  P arliam en t w i l l  ag a in  s i t  in  Greece u n t i l
Papadopoulos h im se lf  d e c la re s  a r e tu rn  to  c o n s t i tu t io n a l  law. Since
39no immediate t h r e a t  t o  h is  power e x i s t s ,  i t  i s  u n lik e ly  th a t  such 
a c tio n  w i l l  be im m ediately forthcom ing. When Greece o r  Papadopoulos 
can re c e iv e  p o l i t i c a l  o r  economic g a in 1*® from a f u l l  im plem entation o f  
th e  1968 C o n s ti tu tio n , i . e . ,  a r e s to r a t io n  o f democracy, P arliam en ta ry  
government w i l l  reap p ea r— and n o t b e fo re . Although by W estern s ta n ­
dards a F a s c is t  d i c t a to r  ru le s  G reece, when compared to  th e  ty p ic a l  
M ideastem  o r  M editerranean s i t u a t i o n ,  Greece re p re s e n ts  one o f  the  
f r e e e s t  i n t e l l e c t u a l ,  economic and p o l i t i c a l  c lim a te s!
CONCLUDING COMMENTS
The m a te r ia l  p re se n te d  in  t h i s  ch ap te r e s ta b l is h e d  background 
in fo rm atio n  from which P a r t  I I  w i l l  b u i ld .  The e s s e n t ia l s  gained  from 
th i s  ch ap te r  to  f re e  up th e  a n a ly s is  in  th e  s tu d y  in c lu d e  th e  Greek 
p re -d is p o s i t io n  tow ard a  m a rk e t-o rie n te d  economy, the  s t a b i l i t y  o f
^Newsweek (A p r il  24, 1972), p . 40, e x p la in s  how Papadopoulos 
has m inim ized th r e a t s  to  h is  p o s it io n  and as th ey  conclude: "B arring
some d ra m a tic , unfo reseen  e v e n t,  which i s  always p o s s ib le  in  a country  
whose h is to r y  i s  studded  w ith  coups and a s s a s s in a t io n s ,  th e  Papadopo- 
lo u s  regime appears to  be s o l id ly  en tren ch ed ."
**°The EEC agreement may w e ll e x e r t  a s tro n g  p o s i t iv e  fo rce  fo r  
th e  r e s to r a t io n  o f  democracy s in c e  many new d e ta i l s  need to  be worked 
out in  th e  n e a r  fu tu re  i f  Greece i s  t o  fu r th e r  b e n e f i t  from th e  o r ig i ­
n a l  commitment. The con tinued  e f f o r t s  to  harm onize Greek economic 
p o l ic ie s  w ith Community p o l ic ie s  i s  evidence o f  P apadopoulos's i n t e r e s t  
in  n a in ta in in g  c lo se  EEC t i e s .
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p r ic e s  and th e  type o f  government ex p en d itu re  and ta x  p o lic y  which 
p re v a i ls  in  G reece; b a s ic  in f lu e n c e s  on th e  la b o r  fo rce  to g e th e r  w ith 
an ex p ress io n  o f  government p o l ic ie s  and d e s ir e s  to  enhance t h i s  f a c to r  
o f  p ro d u c tio n ; th e  s i t e  and n a tu re  o f th e  Greek n a t io n ;  th e  p u b l ic 's  
a t t i t u d e  tow ards th e  government and government economic p o l i c i e s ;  an d , 
the  form idable growth r a te  r e a l iz e d  in  th e  l a s t  decade.
Greece ex p resses  a s tro n g  i n t e r e s t  in  expanding i t s  economy and 
an alm ost m alic ious d e s ire  to  adap t th e  o ld  w ith  th e  new. A b a s ic  
p a tie n c e  and im p a tien ce , s a t i s f a c t io n  and d i s s a t i s f a c t i o n ,  hope and 
re s e n tfu ln e s s  i s  ev id en t tow ard economic p ro g ress  in  G reece. One 
c o n s is te n t s t r a i n  th a t  pervades th roughou t th e  n a t io n ,  however, i s  i t s  
i n f i n i t e  f a i th  in  th e  in d iv id u a l  and an awareness t h a t  th e re  are  very  
r e a l  c o s ts  accompanying th e  growth p ro c e ss . A ll o f  t h i s  enhances and 
adds f la v o r  t o  th e  use o f Greece as a case s tu d y  o f economic d ev e l­
opment .
PART I I :  DETAILS AND ANALYSIS OF
GREEK ECONOMIC DEVELOPMENT
CHAPTER IV: GREEK AGRICULTURE
INTRODUCTION
The s ig n in g  o f  th e  Athens T rea ty  in  November 1962 e l i c i t e d  no 
d r a s t i c  resp o n ses from th e  Greek economy. The m ajor o b je c tiv e s  o f 
th e  Greek n a tio n  were u n a f fe c te d , although a more p re c is e  tim e ta b le  o f 
change was in tro d u c e d . The b a s ic  g o a ls  th e n , as now, were (1 ) t o  e s ta b ­
l i s h  a p e rp e tu a l ,  s e l f - s u s ta in in g  a g r ic u l tu r a l  s e c to r  by im proving i t s  
use o f p ro d u c tiv e  re s o u rc e s ,  and (2 ) to  minimize th e  b a s ic  dependence 
o f  th e  economy on th e  a g r i c u l tu r a l  s e c to r  by developing  a v ia b le  
in d u s t r i a l  s e c to r .  In th e  decade 1961-71, ex te n s iv e  s t r i d e s  were made 
towards com pleting th e se  g o a ls . This ch ap te r p re se n ts  th e  e x is t in g  
s t a t e  o f  a f f a i r s  in  t h i s  s e c to r  and examines th e  in flu e n c e  th a t  domes­
t i c  p o l ic ie s  and the  Athens T rea ty  e x e r te d  on th e  changes in  th e  
a g r ic u l tu r a l  s e c to r  in  th a t  decade.
We begin  by looking  a t  th e  type of a g r i c u l tu r a l  arrangem ents 
which p r e v a i l ,  th e  crop p a t t e r n s ,  technology and m arketing perform ance 
and th e  in f lu e n c e s  government p o l ic ie s  have had. This i s  fo llow ed by a 
look a t  investm ent needs and u se s . F in a lly  th e  s i tu a t io n  in  Greece i s  
examined in  l i g h t  o f  th e  EEC's a g r ic u l tu r a l  p o lic y  and th e  EEC in  
g e n e ra l.
We w i l l  f in d  th a t  th e  pessim ism  o f  T r i a n t i s 's  study'*' i s  gener­
a l l y  unw arrented . The a g r ic u l tu re d  s e c to r  in  t h i s  l a s t  decade has been
^■See C hapter I above.
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g e n e ra lly  dynamic, in tro d u c in g  new methods and new crops to  re p lac e  
and overcome the  dependence o f  th e  economy on tobacco  and g rap es . T r i -  
a n t i s '  s concern about Greece n o t be in g  ab le  to  h o ld  i t s  own a g a in s t EEC 
i n t e r e s t s  i s  somewhat j u s t i f i e d ,  as th e  b u r le y  tobacco  s i tu a t io n  w i l l  
i n d ic a te ,  b u t n ev er to  the  degree th a t  he a n t ic ip a te d ,  as we w i l l  see 
in  t h i s  c h a p te r .
AGRICULTURE'S ROLE IN GNP AND EMPLOYMENT STRUCTURES
T ra d i t io n a l ly  Greece was an a g r i c u l tu r a l  n a t io n —w ith alm ost 
f i f t y  p e r  cen t o f  th e  la b o r  fo rc e  employed in  t h i s  s e c to r  and roughly  
o n e-fo u rth  o f GNP d eriv ed  th e r e in .  M oreover, s in c e  over 75 p e r  cen t 
o f  th e  fo re ig n  exchange ea rn in g s  from ex p o rts  came from a g r ic u l tu r a l  
com m odities, f lu c tu a t io n s  in  a g r ic u l tu r a l  p ro d u c tio n  p re se n te d  s e r io u s  
problem s f o r  th e  economy.
By 1972, p lann ing  a u th o r i t i e s  e s tim a te  a g r i c u l tu r a l  p ro d u c tio n  
to  account f o r  only o n e - f i f th  o f  th e  o u tp u t,  **5 p e r  cen t o f  employment
3
a c t i v i t y  and o n e -h a lf  o f  ex p o rt e a rn in g s . From a v a ila b le  in fo rm a tio n , 
i t  appears th a t  th e  f i r s t  two e s tim a te s  a re  a lre ad y  met and th a t  
a g r i c u l tu r a l  ea rn in g s  as a p ercen tag e  o f  t o t a l  ex p o rt ea rn in g s  decreased  
to  55.5 p e r  cen t in  1969, th e  l a s t  y ea r  in  which p re c is e  in fo rm atio n
it
was a v a i la b le .
2OECD Economic S urvey : Greece ( P a r i s :  OECD P u b lic a tio n s
C en ter, 1 1 5 7 ,1 7 1 5 :-----------------------------
3qECD Economic Survey: Greece ( P a r i s :  OECD P u b lic a tio n s  
C en te r , 1^91) and ftie Econom ist, Ju ly  31, 1971.
^OECD Economic Survey: Greece (1 9 7 1 ), p . 58.
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The governm ent's  a g r i c u l tu r a l  program , which i s  re sp o n s ib le  
fo r  a t  l e a s t  p a r t  o f  th e  changes in  Greek a g r i c u l tu r e , seeks t o  accom­
p l is h  th re e  prim ary ends: th e  f u l l  u t i l i z a t i o n  o f  a g r i c u l tu r a l  re s o u r ­
c e s ,  an in c re a se d  s ta n d a rd  o f  l iv in g  f o r  farm ers and farm  w o rk ers , and 
an easy in te g ra t io n  in to  th e  European Community's Common A g r ic u ltu ra l  
P o lic y  (CAP). The numerous p o l ic ie s  e s ta b l is h e d  t o  implement th e se  
g o a ls  a re  q u ite  d iv e rse  and in c lu d e  programs to  improve th e  a g r ic u l ­
t u r a l  p r ic in g  system , to  encourage investm en t in  a g r i c u l tu r a l  i n f r a ­
s t r u c tu r e  and f ix e d  c a p i t a l ,  t o  expand lan d  re fo rm , m echanization  and 
l iv e s to c k  b re e d in g , and to  in te n s i f y  th e  e d u c a tio n a l and c u l tu r a l  
background o f  th e  fa rm ers .
STRUCTURE OF GREEK AGRICULTURE
A g r ic u ltu ra l  development in  Greece i s  hampered by i t s  sm all 
s iz e  and i t s  l im ite d  a v a i l a b i l i t y  o f  s u i ta b le  t e r r a i n .  On th e  o th e r  
hand , th e  w ide-rang ing  c lim a te  allow s p ro d u c tio n  o f alm ost any type 
commodity ex cep t th o se  s t r i c t l y  l im ite d  to  a humid t r o p ic  a re a .  
Q u a n t i ta t iv e ly ,  30 p e r  cen t o f  th e  Greek n a tio n  i s  a v a i la b le  and s u i t a ­
b le  fo r  c ro p s , **0 p e r  cen t f o r  p a s tu re s  and th e  rem ainder i s  s u i ta b le  
fo r  f o r e s t s ,  c i t i e s ,  w aste and in f r a s t r u c t u r e .6 The t e r r a i n  in c lu d es  
i s o la te d ,  s te e p  m oun tains, r o l l in g  h i l l s  and i r r i g a t e d  f e r t i l e  p la in s .
5The R evolution  o f  2 1 s t A p ril B uilds _a New Greece ( A thens: 
M in is try  o f  C oord ina tion~ P ub lic  R e la tio n s  S e rv ic e , 1970).
6D. C. Myrick and L. A. W ituck i, How Greece Developed i t s  A gri­
c u l tu r a l  B ase, 19*17-67, Department o f  A g r ic u ltu re , Foreign Development 
and Trade D iv is io n , fo re ig n  A g r ic u ltu ra l  R eports S e r ie s  (W ashington,
D. C .: Government P r in t in g  O ff ic e , 1971).
7The la r g e s t  p la in s  a re a  measures only 500 square  m ile s .
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During th e  l a s t  tw e n ty -fiv e  y e a r s ,  crop land  in c re a sed  an n u a lly  
a t  a r a te  o f  only  0 .8  p e r  c e n t;  co n seq u en tly , most expansion in  a g r i ­
c u l t u r a l  p ro d u c tio n  r e s u l te d  from land  improvement p ro je c ts  such as 
i r r i g a t i o n  and d ra in a g e , improved seed  v a r i e t i e s ,  expanded c r e d i t ,  
in c re a se d  use o f  m achinery and f e r t i l i z e r s  and expanded use o f techno­
lo g ic a l  know-how. N e v e r th e le ss , th e  p a u c ity  o f a ra b le  crop land  makes 
Greece one o f  th e  l e a s t  l ik e ly  n a tio n s  o f  th e  w orld to  ba lance  i t s  
in te r n a t io n a l  payments by producing  th e  f r u i t s  o f th e  e a r th .
Rou^ily h a l f  o f  th e  a ra b le  land  i s  devoted to  g ra p e s , o liv e
t r e e s ,  f r u i t s  and v e g e tab le s  and th e  o th e r  h a l f  to  b read  c ro p s. The
mountainous c u l t iv a b le  reg io n s  a re  used to  r a i s e  sh eep , c a t t l e  and
f o re s t ry  c ro p s . Cotton gained  co n sid e rab ly  over th e  l a s t  decade in
im portance as i r r i g a t i o n  f a c i l i t i e s  expanded, w hile  th e  im portance o f
to b acco  d e c lin e d . Wheat p ro d u c tio n  in te n s i f i e d  p ro v id in g  ap p rec iab ly
h ig h e r  y ie ld s  on sm a lle r  t o t a l  a c rea g e , f re e in g  land  fo r  n o n - tr a d i t io n a l
item s such as m aize, b a r le y  and fodder c ro p s. The l a t t e r  i s  encouraged
so  th a t  l iv e s to c k  p ro d u c tio n  can expand. P ro d u c tio n  o f  su g a r b e e ts
grew ra p id ly  f o r  th e  l a s t  fo u r  y e a r s ,  e lim in a tin g  fo re ig n  exchange flows
f o r  su g a r  p u rch ases . Tomatoes, a l f a l f a ,  c lo v e r ,  and s o f t  f r u i t s  a ls o
f lo u r is h e d . E arly  in  th e  decade l iv e s to c k  p ro d u c tio n  grew very s lo w ly ,
p r im a r ily  because farm ers rem ained unconvinced th a t  th e  b reed in g  and
g
re a r in g  o f  anim als could  be p r o f i t a b le ;  t h i s  a t t i tu d e  i s  changing.
^T h irty  p e r  cen t o f  t o t a l  crop land  was i r r i g a t e d  s in c e  1950.
FAO f ig u re s  show a 5 .8  p e r  cen t annual in c re a se  in  i r r i g a t e d  land  a re a  
s in c e  1950 and c r e d i t s  t h i s  as th e  m ajor f a c to r  in  in c re a s in g  th e  
p ro d u c tiv i ty  o f  c ro p lan d .
9John D. Motz, "Some Improvements in  Greek A g r ic u ltu re ,"  Foreign  
A g ric u ltu re  R e p o rts , V I I I ,  No. *+ (January  26 , 1970), pp. 7-8 .
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Crop p rod u ctio n  accounted f o r  alm ost 78 p e r  cen t o f  a g r i c u l tu r a l  o u tp u t 
in  th e  immediate p o s t-w ar p e r io d ; by 1967, t h i s  f e l l  t o  70 p e r  cen t 
and th e  p ro d u c tio n  o f  l iv e s to c k  began in c re a s in g .* 0
In term s o f  t o t a l  q u a n t i t ie s  and crop y i e l d s ,  Greek a g r ic u l tu r a l  
perform ance proved s a t i s f a c to r y ;* *  however, p o l ic ie s  designed  t o  d iv e r ­
s i f y  crop s t r u c tu r e  and r e o r ie n t  th e  p a t te r n  o f p ro d u c tio n  tow ards 
in t e n s i f i c a t io n  o f  c o t to n , f r u i t ,  v eg e tab le  and anim al p roducts  and 
away from to b acco , o liv e  o i l ,  d r ie d  f r u i t  and wheat only r e c e n tly  
g a th e re d  momentum. Crop r e s t r u c tu r in g  was u n su c ce ss fu l i n i t i a l l y  
because th e  government f a i le d  to  p rov ide  a p p ro p ria te  in c e n t iv e s ;  t h i s  
no lo n g e r i s  th e  case.
O ther im portan t and p e r s i s te n t  problems which plague th e  a g r i ­
c u l tu r a l  s e c to r  a re  p ro v id in g  s u f f i c i e n t  economic o p p o r tu n it ie s  f o r  
th e  excess p o p u la tio n  in  a g r ic u l tu r e  and overcoming th e  lim ite d  land  
market and th e  r e s u l t in g  d e s ire  t o  h o ld  land  as a s ta tu s  symbol. The 
f i r s t  problem r e la t e s  to  th e  need f o r  read ju stm en t o f  the  crop s t r u c ­
tu r e ,  overcoming se a so n a l unenploym ent, im proving th e  a t t r a c t iv e n e s s  o f 
farm ing to  young p eo p le , reducing  th e  gaps in  ru ra l-u rb a n  l iv in g  
s ta n d a rd s ,  ex tend ing  m echan iza tion , o r  in  expanding employment in  
to u rism , l i g h t  in d u s try  and p u b lic  works.
l°Between 1947 and 1967, crop o u tp u t in c re a se d  a t  an annual 
r a t e  o f  4 .4  p e r  cen t w hile  l iv e s to c k  p ro d u c tio n  in c re a se d  6 .6  p e r  cen t 
an n u a lly . For a d d i t io n a l  in fo rm atio n  see Myrick and W itucki.
1-^Greek p roduct y ie ld s ,  although  n o t as h igh  as those  o f the 
U nited S ta te s  and h ig h ly  advanced W estern European econom ies, w e ll 
exceed th o se  of o th e r  Southern European c o u n tr ie s  f o r  most crop p roducts  
accord ing  to  th e  FAQ P roduction  Yearbook f ig u r e s .
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G reece, l ik e  most o th e r  develop ing  c o u n tr ie s ,  spon taneously  
developed a  ru ra l-u rb a n  m ig ra tio n  w e ll in  excess o f a v a i la b le  oppor­
t u n i t i e s .  E x tensive  em ig ra tio n  a ls o  o c cu rre d , f u r th e r  in te n s ify in g  
th e  d ra in  o f r u r a l  a g r i c u l tu r a l  workers in  th e  l a s t  two d e c a d e s . ^
Labor sh o rtag e s  were un im portan t in  Greece u n t i l  the  m id -s ix t ie s  when
13se a so n a l ones developed. The re lu c ta n c e  o f  some farm ers t o  r e s t r u c ­
tu re  crop p a t te rn s  r e s u l t s  from th e se  sh o rtag es  s in c e  th ey  are  h e s i ta n t  
to  sw itch  to  la b o r  in te n s iv e  crops such as c o tto n , f r u i t ,  o r  v e g e ta b le s  
where la b o r  needs may run s ix  tim es as h igh  as th o se  o f c e re a ls  o r  
o th e r  low la b o r  in p u t com m odities. While more e x te n s iv e  m echanization 
h e lp s  a l l e v ia te  th e  fa rm e r 's  i n i t i a l  f e a r s ,  as i t  d id  in  co tto n  c u l t i ­
v a tio n  in  the  l a s t  f iv e  y e a r s ,  th e  annual p a t te rn  o f la b o r  demand 
i t s e l f  a l s o  cou ld  be smoothed by in tro d u c in g  mixed farm ing (c ro p  and 
anim al p ro d u c tio n ) , a n d /o r  by d iv e rs ify in g  crop p a t te r n s .
Overcoming th e  l im ite d  land  m ark e t, th e  second problem  m entioned 
makes e f f o r t s  a t  c o n so lid a tio n  and enlargem ent o f land  h o ld in g s  in  th e  
i n t e r e s t  o f  e f f ic ie n c y  more d i f f i c u l t .  The l a s t  land  reform  program , 
one which e x p ro p ria te d  la rg e  e s ta te s  and d is t r ib u te d  them to  la n d le s s  
fa rm ers , was a p re-w ar one. Today th e  ru le  i s  very  sm all u n i t s ^  o f
12Over 60 p e r  cen t o f  em ig ran ts  in  1962-66 gave t h e i r  occupation  
as "farm er" o r  "farm  la b o re r" .  The Greeks e x h ib i t  a re a d in e ss  t o  r e ­
spond to  b e t t e r  o p p o r tu n it ie s  which i s  seldom found in  p o o re r n a t io n s .
13This was a n t ic ip a te d  in  th e  only e x te n s iv e  e m p iric a l s tudy  
done on Greek la b o r  s u p p lie s .  The s tudy  found very l i t t l e  under-em ploy- 
roent in  th e  a g r i c u l tu r a l  s e c to r ,  and th e re fo re  found l i t t l e  su rp lu s  in  
th e  la b o r  m arkets. See Adam P e p e la s is  and P. Y otopoulos, S urp lus Labor 
in  Greek A g r ic u ltu re , 1939-1960 ( A thens: C enter f o r  Economic R esearch).
^ O v e r  85 p e r  cen t o f  th e  h o ld in g s  a re  le s s  th an  5 h a . in  s iz e .  
The Lorenz curve o f  lan d  d i s t r ib u t io n  ten d s  t o  be c lo s e r  to  th e  d iag o n a l 
in  Greece than  in  any o th e r  Southern European co u n try .
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non-contiguous p lo ts  o r  p a r c e l s ^  which i n h ib i t  in te n s iv e  c u l t iv a t io n  
o f  la n d , l im i t  usage o f m achinery and lead  to  low g ross revenues
1C
because o f  high p ro d u c tio n  c o s ts .  Few v o lu n ta ry  s a le s  o f land  occur 
because o f  th e  s ta tu s  a s so c ia te d  w ith  land  ow nership. Some in c re a se  
in  th e  number o f  urban d w elle rs  w il l in g  to  r e n t  land  to  farm ers o c c u rs , 
b u t g e n e ra lly  le a s in g  as a method o f expansion seldom i s  u sed , d e sp ite  
th e  good re c o rd  o f  such p o l ic ie s  in  o th e r  p a r ts  o f Europe.
This excess frag m en ta tio n  i s  th e  most im portan t o b s ta c le  to
17the  te c h n ic a l  and economic development o f  Greek a g r ic u l tu r e .  I t  
compounds th e  d i f f i c u l t i e s  in  u sing  modem methods and in h ib i t s  th e  
use o f m ech an iza tio n , sp ra y in g , f e r t i l i z e r s ,  i r r i g a t i o n ,  e t c .  . I t  
d iscou rages c e r ta in  crops and makes l iv e s to c k  re a r in g  un ten ab le  because 
o f sm a ll ,  unfenced p lo t s .  During th e  s ix t i e s  compulsory c o n so lid a tio n  
was in tro d u ce d  t o  f a c i l i t a t e  i r r i g a t i o n  schemes. The co s t o f c o n s o li­
d a tio n , a l l  o f  which i s  covered by th e  government p rov ides an immediate 
in c re a se  in  annual ea rn in g s  s u f f i c i e n t  to  r e tu rn  th e  i n i t i a l  expense. 
However, what i s  done in  one g en e ra tio n  i s  e a s i ly  undone in  th e  nex t 
u n less  th e  t r a d i t i o n a l  in h e r ita n c e  and dowry customs a re  ou tlaw ed ,
^ I n h e r i t a n c e  and dowry customs p e rp e tu a te  t h i s  problem.
^ G e ra rd  V ia t te ,  " A g r ic u ltu ra l  Development in  Southern Europe," 
OECD A g r ic u ltu ra l  Review, No. 3 (1 9 6 9 ), p . 72.
l^A sim ple land  r e d i s t r ib u t io n  c o n so lid a tio n  scheme w i l l  y ie ld  
a 20 to  30 p e r  cen t in c re a se  in  ou tp u t p e r  h e c ta r e ,  even w ith o u t the 
a d d i t io n a l  b e n e f i t  o f  g r e a te r  m echanization .
18C a p lta l  and Finance in  A g r ic u ltu re , Volume I I , OECD A g ricu l­
t u r e !  P o licy  R eports ( P a r i s : OECD P u b lic a tio n s  C en te r, 1970), p . 73.
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s in c e  u s u a lly  in  most cases* 9 n o th in g  p re v en ts  new frag m en ta tio n  o f 
p re v io u s ly  c o n so lid a te d  lan d .
Although most crop land  i s  p r iv a te ly  owned and g e n e ra lly  n o t 
ta x e d , p a s tu re  and rough land  i s  h e ld  communally by v i l l a g e s  o r  th e  
s t a t e .  There i s  l i t t l e  in c e n tiv e  f o r  im proving th e  land  and th e re  a re  
no c o n tro ls  over th e  number o f  anim als g raz in g  i t .  Government programs 
r e ly  p r im a r ily  on m onetary in c e n tiv e s  such as s u b s id ie s ,  easy  c r e d i t  
and p r ic e  s u p p o r ts ,  r a th e r  than  land reform  to  p ro v id e  econom ically  
e f f i c i e n t  u n i t s .
Two b a s ic  ty p es  o f farm u n its  e x i s t  in  Greece—th e  d iv e r s i f ie d  
farm and th e  commodity-type farm . The d iv e r s i f ie d  farm , which i s  lo ­
ca ted  in  th e  sem i-m ountainous and mountainous a r e a s ,  couples a sem i- 
nomadic l iv e s to c k  re a r in g  p a t te rn  w ith s u b s is te n c e  crops and some 
w in te r  c e re a ls  p ro d u c tio n . The commodity farm , which i s  more s p e c ia l iz e d  
and g e n e ra lly  lo c a te d  in  th e  f e r t i l e  p la in s  and th e  r ic h e s t  sem i- 
mountainous a r e a s ,  em phasizes e x p o rt o r  i n d u s t r i a l  crops such as w heat, 
c o m , b a r le y ,  su g a r b e e t s ,  c o t to n , deciduous f r u i t s  o r  c i t r u s  f r u i t s .
P la in s  a g r ic u l tu r e  underwent e x te n s iv e  s t r u c t u r a l  changes w ith  
th e  in tro d u c tio n  o f  more in te n s iv e  c u l t iv a t io n  and crop d iv e r s i f i c a ­
t i o n .  This led  to  a more r a t io n a l  land  use e s p e c ia l ly  as i r r i g a t i o n  
p ro je c ts  were com pleted (s in c e  c o n so lid a tio n  was re q u ire d ) .  The dynam­
i c  r e s u l t s  ev id en t in  t h i s  a re a  a re  th e  consequence o f  e x te n s iv e  in ­
vestm ent p r o je c ts —som ething th e  mountainous re g io n s  n ev e r re c e iv e d  in  
such g rac io u s  amounts.
*9Recent laws to  p r o h ib i t  frag m en ta tio n  o f  government lands 
ceded t o  p r iv a te  in d iv id u a ls .
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MARKETING STRUCTURE
E xtensive  peasan t farm ing causes a wide d isp e rs io n  o f  a g r ic u l ­
t u r a l  p roduce. The m arketing  system  th e re fo re  r e l i e s  on v i l la g e s  as 
c o l le c t io n  p o in t f o r  i n i t i a l  c o n c e n tra tio n . From th e re  i t  moves to  the  
towns20 where t r a n s p o r ta t io n  co n n ectio n s a re  a v a i la b le  to  th e  la r g e r  
c i t i e s , to  th e  m ajor p ro cess in g  p la n t s ,  and to  p o r t  f a c i l i t i e s .  The 
towns must se rv e  a w ider fu n c tio n  i f  d i f f i c u l t i e s  in  p ro d u c tio n  d ev e l­
opment a re  overcome; i . e . ,  com m unications, co ld  s to ra g e  and packaging 
f a c i l i t i e s ,  c r e d i t  i n s t i t u t i o n s  and m arkets must develop .
Regional and p roduct c o o p e ra tiv e s , t r a d i t i o n a l l y  an im portan t 
i n s t i t u t i o n  in  Greek a g r ic u l tu r e ,  c e n te re d  around th e  towns2^ buying 
h a rv e s te d  crops and supp ly ing  a g r i c u l tu r a l  equipm ent, seeds and f e r t i ­
l i z e r s .  U n til  th e  l a t e  s i x t i e s ,  th e  co o p e ra tiv es  se rv ed  p r im a r ily  as 
s e c u re rs  o f  c r e d i t ;  to d a y , t h e i r  r o le  i s  expanding to  in c lu d e  th e  
p ro c e ss in g , m arketing  and s a le  o f  a g r ic u l tu r a l  p ro d u c ts .
The ra p id  expansion o f  commercial a g r ic u l tu r e  based  on sm all 
farm ing u n i ts  supp ly ing  e x p o rt m arkets i n t e n s i f i e s  and co m p lica tes  th e  
m arketing problem s o f  a g r i c u l tu r a l  com m odities. S u sta in ed  growth o f  
th e  a g r ic u l tu r a l  s e c to r  depends h e a v ily  on th e  m arketing  sy stem 's  
a b i l i t y  to  assem ble and d e l iv e r  o u tp u t to  dom estic and fo re ig n  m ark e ts,
20Greek towns a re  an im portan t p a r t  o f  th e  economy s in c e  th ey  
prov ide  s e rv ic e s  and se rv e  as  commercial c e n te rs  fo r  th e  a g r ic u l tu r a l  
v i l l a g e s .  Small in d u s t r ie s  (u s u a lly  in v o lv in g  in te rm ed ia te  o r  f in a l  
p ro cess in g  o f  a g r ic u l tu r a l  com m odities) a re  cen te red  th e re  and i t  i s  
th e re  th a t  th e  commercial consum ption o f  farm p ro d u c ts  b e g in s .
2 lThe c u r re n t regime i s  in  th e  p ro cess  o f  reform ing  th e  cooper­
a t iv e  system , encouraging  fu s io n  o f many sm a lle r  u n its  and a ls o  v e r t i ­
c a l  in te g ra t io n .  This shou ld  h e lp  f o s t e r  t h e i r  ro le  as p ro cess in g  and 
m arketing o rg a n iz a tio n s .
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as w ell as i t s  a b i l i t y  to  make known to  fan n ers  through p r ic e s ,  o r  
o th e r  means, the  demands f o r  q u a l i ty ,  s ta n d a rd iz a t io n ,  tim in g , e t c .  , 
found in  th e se  m arkets. The e n t i r e  m arketing system  i s  re o rg an iz in g  
in  o rd e r  to  f u l f i l l  th e se  needs.
At th e  p re se n t w ith  roughly  50 p e r  cen t o f  the  r u r a l  p o p u la tio n  
and roughly  50 p e r  cen t o f  th e  la b o r  fo rc e  invo lved  in  a g r i c u l tu r a l  
p ro d u c tio n , th e  g e n e ra l c r i t e r io n  o f  com m ercia liza tion  i s  th a t  enough 
be produced by th e  average farm fam ily  to  feed  i t s e l f  and one o th e r  
fam ily  (a d ju s te d  o f  course fo r  e x p o r ts ,  im ports and o th e r  f a c to r s ) .
Many o f  th e  more developed n a tio n s  re q u ire  le s s  than  20 p e r  cen t o f  
th e  p o p u la tio n  to  handle p ro d u c tio n  o f food p ro d u c ts . This su g g ests  
th re e  c h a r a c te r i s t i c s :  Greek a g r ic u l tu r e  i s  s tro n g ly  su b s is te n c e  in
n a tu re ,  i t  e x h ib i ts  low la b o r  p ro d u c t iv i ty ,  and y e t ,  i t  i s  s u f f i c i e n t ly  
developed to  tak e  care  o f  the  n o n - ru ra l  h a l f  o f  th e  p o p u la tio n  as w e ll 
as supp ly ing  an im portan t volume o f  ex p o rt com m odities. The Greek 
farm er i s  co n ten t w ith e x is t in g  p ro d u c tiv i ty  s in c e  fam ily  needs can 
be m et. The needed in c e n tiv e  to  in c re a se  ou tpu t as w e ll as farm conso l­
id a t io n  in  r u r a l  communities may w e ll be an e f f e c t iv e ly  o rg an ized  mar-
22k e t where d e s ire  fo r  h ig h e r  p r o f i t s  f a c i l i t a t e s  change.
TECHNOLOGY AND AGRICULTURE
The fundam ental changes in  Greek a g r ic u l tu r e  in  th e  l a s t  decade 
r e s te d  h e a v ily  on te c h n o lo g ic a l c o n s id e ra t io n s .  The i n i t i a l
22The use o f  th e  p r ic e  system  to  promote re so u rce  r e a l lo c a t io n  
in  th e  a g r ic u l tu r a l  s e c to r  i s  more su c c e s s fu l  than  i t  i s  u s u a lly  given 
c r e d i t  f o r .  For example see D. N ara in , Impact o f  P r ic e  Movements on 
Areas Under S e lec te d  Crops in  I n d ia , 1900-1939 TCambridge: H arvard-
U n iv e r s i ty P r e s s , 1965).
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te c h n o lo g ic a l  t r a n s f e r  was an "easy" one in v o lv in g  th e  in tro d u c tio n  o f  
improved s e e d s ,  f e r t i l i z e r s  and crops w ith  government su b s id ie s  as 
h e lp fu l  s tim u la n ts .  Few changes were n ecessa ry  in  p a t te rn s  o f  lan d  
usage o r  ow nership , few m ajor in f r a s t r u c tu r a l  investm en ts  were re q u ire d  
and o th e r  c o n d itio n s  were p ro p it io u s  w ith  buoyant fo re ig n  m arkets and 
room f o r  th e  c o n s id e ra b le  im port s u b s t i tu t io n  o f c e r e a ls .
However, subsequent te c h n o lo g ic a l  t r a n s f e r s  w i l l  re q u ire  more 
e f f o r t .  Changes in  lan d  use p a t te rn s  a re  c r u c ia l ,  heavy in f r a s t r u c tu r a l  
investm ent i s  n ecessa ry  and s ig n i f i c a n t  changes in  t r a d i t i o n a l  ways are  
re q u ire d . Crops must be o r ie n te d  tow ard ex p o rt and in d u s t r i a l  m arkets, 
a d d it io n a l  medium- and lo n g -term  a g r i c u l tu r a l  investm en t p ro je c ts  must 
be undertaken ( e s p e c ia l ly  in  th e  m arketing and t r a n s p o r ta t io n  a r e a ) ,  
and new p a t te rn s  o f  l iv e s to c k  p ro d u c tio n  must be developed.
The b a s ic  problem  i s  n o t as much one o f how to  in tro d u ce  te c h ­
n o lo g ic a l  advances b u t in  how to  guaran tee  t h e i r  oomplete u t i l i z a t i o n .  
This i s  r e a d i ly  seen in  lan d  ownership p a t te rn s  which p r o h ib i t  th e  f u l l  
e x p lo i ta t io n  o f m ech an iza tio n , i r r i g a t io n  and f e r t i l i z a t i o n .  The m in i- 
fu n d ia  ( i . e . ,  sm a ll fragm ented h o ld in g s)  re p re s e n ts  a m ajor i n s t i t u ­
t io n a l  r e s t r a i n t  which d r a s t i c a l l y  reduces th e  b e n e f i t  from te c h n o lo g i­
c a l  advances and p r o h ib i ts  th e  most e f f i c i e n t  farm ing p r a c t ic e s .
The high le v e l  o f  l i t e r a c y  in  th e  Greek n a tio n  h e lp s  in  th e  
a s s im ila t io n  o f t e c h n o l o g y s i n c e  th e  in tro d u c tio n  o f  change i s  more 
e a s i ly  understood  in  such an environm ent. I t  i s  a  lack  o f s c i e n t i f i c  
and a d m in is tra t iv e  p e rso n n e l th a t  h in d e rs  ex ten s io n  program s. The
23The l i t e r a c y  r a t e  (1961) in  r u r a l  a re a s  was 76 .1  p e r  cen t 
compared to  an 82.2 p e r  c e n t n a t io n a l  average .
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g re a t  sh o rtag e  o f  te a c h e rs  and f a c i l i t i e s  f o r  te c h n ic a l  t r a in in g  a ls o  
i s  a l im it in g  f a c to r .
U n if ic a tio n  o f  a g r ic u l tu r a l  re sea rch  programs i s  d e s ira b le  to  
promote thorough and ra p id  surveys o f  a g r i c u l tu r a l  re so u rce s  and s o i l  
s u rv e y s .24 Emphasis must a ls o  in c lu d e  development o f  anim al b reed ing  
s tock  which i s  e a s i ly  a s s im ila te d  to  th e  Greek environm ent. In  ad d i­
t i o n ,  s o c ia l  and economic re o rg a n iz a tio n  i s  e s s e n t i a l  i f  th e se  advances 
a re  to  be f u l ly  implemented s in c e  w ith o u t th e se  th e  p re se n t p a t te rn  o f 
land  d i s t r ib u t io n  w i l l  con tinue to  p r e v a i l  and t h i s  l im i ts  th e  impact 
th a t  th e  new p rocedures and programs can have.
GOVERNMENT POLICIES
U n til  1967, an ex te n s iv e  p r ic e  support system  was th e  m ajor 
p a r t  o f  p u b lic  a g r i c u l tu r a l  p o lic y . These su p p o rts  a p p lie d  to  most 
m ajor crops and in vo lved  government purchases o f  commodities a t  guar­
a n te e d  p r ic e s .  Some p ro d u c tio n  su b s id ie s  a ls o  e x is te d .  Farmers conse­
q u en tly  came to  r e ly  on government g u aran tees  and p a id  l i t t l e  o r  no 
a t te n t io n  t o  market c o n d itio n s . R ecently  th e  governm ent's  a g r i c u l tu r a l  
p o l ic ie s  s h i f t e d  to  encourage s t r u c tu r a l  changes in  in c re a se d  produc­
t i v i t y .  In  o rd e r  to  encourage r e l ia n c e  on th e  mechanisms o f  demand 
and su p p ly , th e  m ajor th r u s t  o f  p u b lic  p o lic y  ce n te re d  around an 
incomes p o lic y  which would in c re a se  ea rn in g s  through d i r e c t  t r a n s f e r s .
24Myrick and W itlick i, p . 25 , in d ic a te  as an example t h a t  an 
improvement o f  s o i l  s t r u c tu r e  in  th e  p la in s  a re a  would be a  m ajor 
s tim u la n t to  th e  a g r ic u l tu r a l  s e c to r .
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S u b sid ie s  rem ain a p a r t  o f  th e  program , b u t were geared  to  r e s t r u c ­
tu r in g  g o a ls .2®
AC
For n o n -p e rish a b le  item s a minimum government in te rv e n tio n  
p r ic e  i s  s e t .  Under t h i s  system , th e  p r ic e  mechanism pursues i t s  
r a t io n in g  and gu id ing  fu n c tio n s  w hile  farm ers tu rn  to  government o i ly  
i f  th e  p r ic e  o f  a good f a l l s  below th e  in te rv e n tio n  l e v e l .  The i n t e r ­
v en tio n  le v e l  i s  f ix e d  in  advance and corresponds to  average market 
p r ic e s ,  o r  w orld p r ic e s  in  th e  case o f e x p o rt com m odities. Greece 
adheres to  th e  minimum in te rv e n tio n  p r ic e s  s e t  by th e  European Commu­
n i ty .  D irec t cash g ra n ts  supplem ent farm incomes. (Table 4-1) A
TABLE 4-1
INCOME SUPPORT AND INPUT SUBSIDIES TO FARMERS 
( b i l l i o n  drachma)
1967 1968 1969
Income Supplement 2 .5  1 .9  1 .4
Income S u b sid ies  1.5 1 .0  1 .0
4 .0  2 .9  2 .4
Source: C a p ita l and Finance in  A g r ic u ltu re , p . 28.
system  o f  d i r e c t  income t r a n s f e r s  i s  th e  most e f f e c t iv e  means of
encouraging  th e  a g r i c u l tu r a l  community to  fo llow  m arket demands because
25S u b sid ies  s t i l l  e x i s t  f o r  f e r t i l i z e r s  (10 to  30 p e r  c e n t)  and 
p e s t ic id e s  (10 to  50 p e r  c e n t ) ,  f o r  purchase o f c e r ta in  seed  ty p e s ,  fo r  
l iv e s to c k  b reed in g  anim als and s ta b le s  (up to  30 p e r  c e n t ) ,  f o r  mechan­
i c a l  equipment and f re e z in g  f a c i l i t i e s ,  sp ray in g  and pumping equipm ent, 
t r a c t o r s ,  e t c .  (30 to  50 p e r  c e n t) ;  fu e l  re b a te s  and low i n t e r e s t  loan 
s u b s id ie s  to  encourage m echanization o f  la b o r  in te n s iv e  commodities 
such as co tto n  and su g ar b e e t a lso  e x i s t ,  accord ing  to  C a p ita l and 
Finance in  A g r ic u ltu re , pp. 26-27.
2^For p e r ish a b le  item s c r e d i t  a s s i s ta n c e ,  su b s id iz e d  t ra n s p o r ta ­
t io n  f o r  ex p o rt item s and ex p o rt s u b s id ie s  f o r  p ro cessed  p ro d u c ts  e x i s t .
90
i t  allow s f re e  response t o  p r o f i t  p o s s i b i l i t i e s  w ithout f o r f e i t i n g  
assu red  government e a rn in g s ; however, Greek a u th o r i t i e s  cannot im ple­
ment such a scheme s in c e  they  a re  s u b je c t  to  th e  c o n s tr a in t  of 
Community p o l ic ie s .
In term s o f c o s t ,  both  th e  o ld  and th e  new a g r i c u l tu r a l  p ro ­
grams re q u ire  a s u b s ta n t ia l  t r a n s f e r  o f  re so u rces  from th e  consumer to  
th e  p roducer. Although t o t a l  budget a p p ro p ria tio n s  f e l l  in  re c e n t
27y e a r s ,  th e  f ig u re s  s t i l l  average ou t to  2**00 drachma p e r  farm fam ily . 
However, by d i r e c t  income g ra n ts  r a th e r  than  p ro d u c tio n  s u b s id ie s ,  
overp roduction  o f  a number o f p roducts  i s  d iscou raged . The government 
a ls o  s tro n g ly  su p p o rts  a g r i c u l tu r a l  expansion by o th e r  means such as d i ­
r e c t  ex ten s io n  s e r v ic e s ,  more s p e c ia l iz e d  e d u c a tio n a l t r a in in g ,  e t c .  . 
P u b lic  investm en t p o l ic ie s  a re  ex p lo red  in  more d e t a i l  in  th e  n ex t 
s e c t io n .
INVESTMENT NEEDS, SOURCES AND USES
In re c e n t y e a r s ,  th e  r a t i o  o f  g ross f ix e d  a s s e t  fo rm ation  to  
GDP has been averag ing  25 p e r  c e n t .  The r a t i o  o f  g ross  f ix e d  a s s e t  
form ation  in  a g r ic u l tu r e  to  g ro ss  a g r ic u l tu r e  p roduct (GAP) i s  h a l f  th e  
correspond ing  r a te  fo r  th e  economy as a w hole, i . e . ,  12 p e r  c en t com­
pared  to  25 p e r  c e n t. D espite t h i s  " th e  expansion o f  investm ent in  
a g r ic u l tu r e  can be co n sid e red  f a i r l y  s u b s ta n t ia l  e s p e c ia l ly  as . . . 
[ th e ]  reg io n s  b e s t  s u i te d  t o  farm ing and th e  most econom ically  v ia b le  
. . . have en joyed an in c re a se  in  g ro ss  f ix e d  a s s e t  form ation  above
27C a p ita l  and Finance in  A g r ic u ltu re , p . 27.
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28th e  n a t io n a l  a v e ra g e ."  Investm ent in  a g r ic u l tu r e  f lu c tu a te s  con­
s id e ra b ly  and no p re c ise  c o r r e la t io n  between investm ent f lu c tu a t io n s  
and g ro ss  a g r ic u l tu r a l  p roduct by volume i s  e v id e n t. Between 1955 and 
1965 g ross  c a p i ta l  ex p en d itu re  p e r  a g r i c u l tu r a l  w orker in c re a se d  over 
400 p e r  c e n t ; y e t th e  gap between annual investm ent p e r  worker in  th e  
o th e r  s e c to rs  and in  th e  a g r i c u l tu r a l  s e c to r  co n tin u es  to  in d ic a te  a
low sav in g /in v es tm en t p ro p e n s ity  in  a g r ic u l tu r e  w ith r e s p e c t  to  o th e r
2Qs e c to r s .  P u b lic  investm en t in  a g r ic u l tu r e  i s  o f prim e im portance in  
expanding the  ou tpu t o f  th e  a g r i c u l tu r a l  s e c to r .
The OECD e s tim a te s  a f iv e  p e r  cen t re tu rn  on c a p i t a l  in v e s te d  
in  a g r ic u l tu re  although th e  high volume o f  land  and i t s  im portance in  
t o t a l  f ix e d  c a p i t a l  may d i s t o r t  t h i s  f ig u r e .  The m arg ina l r e tu rn s  
on investm ent fo r  land  re c la m a tio n , i r r i g a t i o n ,  and c o n so lid a tio n  a re  
q u ite  a t t r a c t iv e  and en ab le  f u r th e r  b e n e f i ts  through use o f modem 
p roduction  te ch n iq u e s .
The e f f e c t s  o f  investm en t spending f o r  m echanization  a re  only 
beg inn ing  to  be f e l t .  A r e l a t iv e ly  ra p id  r a te  o f growth in  th e  number 
o f t r a c to r s  has o ccu rred , a lthough  a sh o rtag e  o f a g r i c u l tu r a l  m achinery 
o f  o th e r  types s t i l l  e x i s t s .  Most farm s which can both  use t r a c t o r  
power and support i t s  c o s t have them. 3^ The use o f  t r a c to r s  and o th e r  
a g r ic u l tu r a l  machinery i s  s e r io u s ly  l im ite d  by th e  topography and land  
f ra g m e n ta tio n .32
28I b i d . , p . 73. 29I b i d . . p . 4 , 75.
30Myrick and W itcu k i, p . 42. 31Ib id .
32The more le v e l  th e  land  and th e  more e x te n s iv e  th e  h o ld in g s  
the  g r e a te r  i s  th e  p o te n t ia l  f o r  m echanical a id s .
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Almost a l l  farm  m achinery i s  im p o rte d ;33 co n seq u en tly , fo re ig n
exchange o r  b a r t e r  d ea ls  a re  n e c e ssa ry . I r r i g a t io n  development a ls o
re q u ire s  s u b s ta n t i a l  c a p i t a l  im p o rts . The value o f  investm en t in
34i r r i g a t i o n  m achinery and equipment in c re a se d  te n fo ld  s in c e  1960. A 
th i r d  a re a  o f  f ix e d  investm ent ex p en d itu re s  u t i l i z i n g  sc a rc e  fo re ig n  
exchange in v o lv es  th e  b reed in g  an im als.
O perating  c a p i ta l  f a l l s  m ainly under th re e  h ead in g s—se e d s , 
f e r t i l i z e r  and p e s t i c id e s ,  a lthough  f u e l  and e l e c t r i c i t y  c o s ts  a re  
in c re a s in g  in  im portance . E xpend itu res on f e r t i l i z e r s  and in s e c t ic id e s  
in c re a se d  a t  an annual r a te  o f 8 .9  p e r  cen t and 7.2 p e r  cen t re sp e c ­
t i v e ly  over th e  l a s t  d ecad e .35 Expansion o f  th e se  in p u ts  i s  encouraged 
by s u b s id ie s .
A pproxim ately cn e -fo u rth  o f t o t a l  investm en t in  th e  Greek 
economy d e riv e s  from th e  p u b lic  s e c to r ;  a g r i c u l tu r a l  in v estm en t, how­
e v e r ,  g e ts  o n e - th ird  o f  i t s  funds from t h i s  s e c to r .  Roughly 80 p e r  
cen t o f p u b lic  investm en t goes f o r  land  improvement and c o n so lid a tio n  
schem es, re g io n a l  development program s, r e f o r e s ta t io n  program s, and 
a g r i c u l tu r a l  in d u s t r ie s .  These government funds p erm it la rg e  c o l le c ­
t iv e  p r o je c t s ,  u n lik e ly  to  be fin an ced  d i r e c t ly  out o f  p r iv a te  sa v in g s , 
to  be undertaken .
33Sm all two wheeled t r a c to r s  a re  m anufactured in  Greece and 
t h i s  i s  th e  type worked on most sm all h o ld in g s .
Oh
C a p ita l  and Finance in  A g r ic u ltu re , p . 75.
35Myrick and W ituck i, p . *+9.
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The A g r ic u ltu ra l  Bank o f Greece i s  th e  m ajor sou rce  o f c r e d i t
fo r  fa rm e rs .36 I t s  o v e ra l l  o b je c t iv e s  a re  s u b je c t  to  th e  d i r e c t iv e s  o f
th e  M in is try  o f A g r ic u l tu r e .37 U n ti l  r e c e n tly  75 t o  80 p e r  c e n t o f a l l
loans were s h o r t  term  (o f  th re e  to  n in e  months d u ra tio n )  p ro v id in g
c r e d i t  f o r  farm ers to  t id e  them over u n t i l  th e  n ex t c rop . Up t o  h a l f
38o f  th e  loan was in  th e  form o f th e  farm ’s r e q u i s i t e s .  Medium term
loans o f  two t o  e ig h t  y ea rs  a re  p r im a r ily  f o r  i r r i g a t i o n ,  l iv e s to c k  and 
nach inery  p u rc h a se s , w hile long term  loans ( o f  n in e  t o  tw enty y e a rs )  
a s s i s t  in  th e  c o n so lid a tio n  o f  h o ld in g s , funding o f  new a g r ic u l tu r a l  
in d u s t r ie s  and th e  expansion and m odern ization  o f o ld e r  ones.
The c re a tio n  o f l a r g e r  u n i ts  o f  o p e ra tio n  and a d d i t io n a l  mech­
a n iz a t io n  depends on th e  a v a i l a b i l i t y  o f  medium and long term  investm ent 
c r e d i t .  The A g r ic u ltu ra l  B ank's c r e d i t  p o l ic ie s  th e re fo re  a re  con-
O Q
s ta n t ly  in  review  to  re fo rm u la te  a p p ro p ria te  changes. The e f f e c t iv e ­
ness o f  t h e i r  ro le  i s  e s s e n t i a l ly  g u aran teed  s in ce  they  are  th e  only 
sou rce  o f  a g r i c u l tu r a l  c r e d i t .
36A g r ic u ltu ra l  lo an s  a re  g e n e ra lly  cheaper than  in d u s t r i a l  and 
tra d e  loans and vary acco rd ing  t o  type  o f lo a n , r e c ip ie n t ,  e t c . j  the  
r a te s  a re  m oderate and a p p lic a t io n  p rocedures s im p le .
37Among th e  common o b je c t iv e s  a re  expansion and m odern ization  
o f  a g r i c u l tu r a l  f ix e d  a s s e t s ,  in c re a se d  p r o d u c t iv i ty ,  e s ta b lish m e n t and 
expansion o f  modem a g r ic u l tu r a l  i n d u s t r i e s ,  r e - o r ie n t  a t  ion  o f d e c lin in g  
a reas  tow ard more dynamic s e c to rs  o f  p ro d u c tio n  (bo th  a g r i c u l tu r a l  and 
n o n - a g r ic u l tu r a l ) , and h e a lth y  and com fortab le  l iv in g  s ta n d a rd s  fo r  
fa rm ers .
38C a p ita l  and Finance in  Agri c u l tu r e , p . 78.
38For th e se  reaso n s  a g r i c u l tu r a l  deb ts  in  e x is te n c e  A p ril 1967 
were w r itte n  o f f  to  f re e  th e  a g r i c u l tu r a l  economy from th e  burden o f 
p a s t  f in a n c in g  th a t  was u s u a lly  g ran te d  a t  random. Banks are  f r e e r  now 
to  g ra n t loans in  accordance w ith th e  g o a l o f  more r a t io n a l  p rod u ctio n  
and p r o f i t a b i l i t y .
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GREEK SITUATION AND NEEDS
The Greek a g r i c u l tu r a l  s e c to r  faced  a number o f  s e r io u s  
s t r u c tu r a l  problems in  th e  I960*s .  Land f ra m e n ta tio n , a lack  o f  mech­
a n iz a t io n ,  te c h n o lo g ic a l and e d u c a tio n a l f a c i l i t i e s ,  as w e ll as 
t r a n s p o r ta t io n  and d i s t r ib u t io n  c h an n e ls , u n d e s ira b le  cropping  
p a t te r n s ,  low p ro d u c tiv i ty  and in s u f f ic ie n t  employment a l t e r n a t iv e s  a l l  
c o n tr ib u te d  to  th e  depth o f  th e  problem . The a s s o c ia t io n  w ith  th e  
European Community se rv ed  as a s tim u lu s  to  reco g n ize  th e se  and o th e r  
problem s, and th e  need f o r  harm onization  a s s i s te d  in  develop ing  a more 
r a t io n a l  p u b lic  a g r i c u l tu r a l  p o l ic y ,  a lthough  i t  a ls o  p rev en ted  th e  
use o f  a s tra ig h tfo rw a rd  income supplem ent program .
The o r ig in a l  o b je c tiv e  Greece sought was an in c re a se  in  s e l f -  
s u f f ic ie n c y ;  once t h i s  was achieved a t t e n t io n  cou ld  focus on th e  
p ro te c tio n  and growth o f  a g r i c u l tu r a l  e a rn in g s  through in c re a se d  p ro ­
d u c t iv i ty  and more e f f i c i e n t  lan d  u se . S ince th e  abandonment o f th e  
fanners  i s  p o l i t i c a l l y  im possib le  (a s  i s  tim e in  most econom ies), th e  
most t h a t  can be hoped f o r  i s  a  r a t io n a l  use o f  governm ental power and 
funds to  f o s t e r  e f f ic ie n c y  in  reso u rce  employment.
The most s e r io u s  and im m ediately p re ss in g  problem o f  Greek 
a g r ic u l tu r e ,  f o r  a l l  e x te n ts  and p u rp o se s , i s  ig n o red . Farm fragm enta­
t io n  must be overcome b e fo re  e f f e c t iv e  land  u t i l i z a t i o n  can be a  r e a l i t y .  
Although th e  optimum s iz e  o f farms v a r ie s  accord ing  to  th e  p roduct and 
th e  p rod u ctio n  method, compulsory lan d  c o n so lid a tio n — although  p o s s ib ly
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d i f f i c u l t  to  i n s t i t u t e 1*0— i s  e s s e n t i a l  to  e f f i c i e n t  land  u se . Too many 
s tu d ie s  show to o  many tim es th e  advantages to  be g a in e d ,1*^ - n o t to  
mention th e  f a c t  th a t  i t  f a c i l i t a t e s  th e  in tro d u c tio n  o f  more modern 
m ethods. W hatever i s  accom plished must be on a compulsory b a s is  and 
must p r o h ib i t  f u r th e r  fragm en ta tion  in  th e  fu tu re  ex cep t under excep­
t i o n a l  c ircu m stan ces .
GREECE, THE EEC AND THE CAP
Although sh o r t- ru n  b e n e f i ts  were reco g n ized  in  th e  Athens 
T re a ty , i t  p r im a r ily  s t r e s s e d  s p e c i f ic  lo n g -term  a c tio n s  to  be under­
taken  to  s tre n g th e n  th e  a g r i c u l tu r a l  s e c to r .  While e a r ly  t ra d e  
r e s t r a i n t  rem ovals in c re a se d  th e  co m p etitiv en ess  o f  Greek a g r i c u l tu r a l  
p roducts  in  European m ark e ts, a com plete harm onization  o f a g r i c u l tu r a l  
p o l ic ie s  would g u aran tee  e q u a l tre a tm e n t to  such p ro d u c ts  w ith  re sp e c t 
to  member p ro d u c ts . By 1967 s ig n i f ic a n t  changes in  su p p o rt programs 
and s o c ia l  w e lfa re  programs fo r  farm w orkers appeared as Greece began 
i t s  approxim ation o f  Community a g r i c u l tu r a l  p o l i c i e s .
At th e  s ig n in g  o f  th e  T rea ty  no c le a r  id ea  e x is te d  o f  what 
harm onization  would e n t a i l  excep t th a t  by 198*+ G reece 's  a g r i c u l tu r a l  
p o lic y  would be u n d is tin g u ish a b le  from Community p o lic y . F urtherm ore ,
WA stu d y  in  th e  1963-6*4 p e r io d  d iscu ssed  in  th e  d i s s e r ta t io n  
by C o stis  (p p . 105-106) in d ic a te s  th a t  th e  farm ers a re  w il l in g  to  con­
s o l id a te  p rov ided  i t  i s  done by le g a l  d e c la ra t io n .
^ E s t im a te s  in c lu d e  in c re a se d  o u tp u t o f  100 t o  200 p e r  c en t by 
X. Z o lo tas  [ in  Monetary E q u ilib riu m  and Economic Development (New 
J e rs e y : P rin ce to n  U n iv e rs ity  !Press, W&5),  pp. 1*4*4, i l 3 j  and in c re a se d  
incomes o f  50 to  100 p e r  c en t in  a  U nited N a tio n 's  FA0 Report (A g ri­
c u ltu re  in  Europe, Rome, 1957) done in  th e  l a t e  f i f t i e s .  Thera i s  l i t ­
t l e  to  c o n tr a d ic t  th e se  o p t im is t ic  p re d ic t io n s  in  th e  more re c e n t 
l i t e r a t u r e .
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s in c e  th e  S ix  a n t ic ip a te d  d i f f i c u l t y  in  accom plishing harm onization  in  
G reece, th ey  in c lu d ed  a v e i le d  th r e a t  in  th e  form o f  a " d e c la ra t io n  o f  
re a d in e ss"  which member n a tio n s  could  subm it to  th e  A sso c ia tio n  Coun­
c i l .  Once t h i s  was f i l e d  Greece had two y ea rs  to  f u l f i l l  th e  harm oni­
z a tio n  re q u e s t a n d /o r  to  n e g o tia te  needed a d a p ta tio n s . I f  t h i s  p ro cess
f a i l e d ,  both  p a r t ie s  were f re e  to  pursue any a c tio n  n e ce ssa ry  to
IxOp ro te c t  t h e i r  own n a t io n . The Community co n sid e red  i t s  farm  p o lic y  
as an in d iv i s ib le  whole r e q u ir in g  harm onization  on a l l  p ro d u c ts  and 
no t ju s t  on th o se  a f f e c t in g  Greek e x p o r ts .
When th e  S ix  su b m itted  t h e i r  " d e c la ra t io n  o f  re a d in e ss"  a t  th e  
very  f i r s t  A sso c ia tio n  C ouncil m eeting , Greece d ec la re d  i t s  w illin g n e ss  
to  adap t i t s  a g r ic u l tu r a l  system  to  th e  e x is t in g  common farm program 
in  i t s  e n t i r e ty ;  however, s in c e  Community farm p o lic y  was an in d iv is ib le  
w hole, th e  a d a p ta tio n  o f  a l l  th e  ru le s  about le v ie s  and t a r g e t  p o l ic ie s  
meant th a t  Greece was allow ed to  p a r t ic ip a te  in  th e  f in a n c ia l  and
hO
i n s t i t u t i o n a l  arrangem ents as w e ll .  At t h i s  th e  Community immedi­
a te ly  backed o f f  and su g g ested  minimum harm onization  in  th e  f i r s t  e ig h t  
o r  te n  y ea rs  and only  a f t e r  th a t  a more s u b s ta n t ia l  a lig n m en t. ****
The whole a f f a i r  "soured" Greek-EEC r e la t io n s  somewhat s in c e  i t  
b la ta n t ly  showed th e  Community's u n w illin g n ess  to  g ive Greece a voice
uo‘ In  e f f e c t  th e  EEC cou ld  s to p  any o r  a l l  concessions made to  
G reece, i . e . ,  th e  a s s o c ia t io n  would end.
The EEC uses two ty p e s  o f  f in a n c ia l  su p p o rt: a  fund t o  f i -
nance th e  p r ic in g  and m arketing system  w ith  su p p o rt purchasing  and 
ex p o rt s u b s id ie s ,  and a fund t o  a s s i s t  in  th e  s t r u c tu r a l  reform  o f  
a g r ic u l tu r e  w ith in  th e  Community.
^Common M arket, IV, No. 11 (May 1964), pp. 209-211 g iv es  th e  
com plete d e t a i l s .
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in  th e  in te r n a l  management o f  p o lic y . S ince a l l  th e  p r iv i le g e s  Greece 
en joys a re  accorded only  " in  a n t ic ip a t io n ” o f  f i n a l  h a rm o n iza tio n , i t  
i s  im p o rtan t to  s e t t l e  t h i s  asp ec t o f  Community r e la t io n s  as soon a s  a 
s u i ta b le  p o l i t i c a l  c lim a te  i s  ach ieved . The Greeks a re  c e r ta in  t o  w ith ­
draw, how ever, u n le ss  th ey  can o b ta in  a secu re  p lace  w ith in  th e  p ro te c ­
t i v e  um brella  o f  th e  CAP. The Greek b a rg a in in g  p o s it io n  i s  s tro n g e r  
s in c e  Greece implemented an a g r ic u l tu r a l  p o lic y  in  accord  w ith  th a t  
fo llow ed by th e  EEC. The s tre n g th  o f  th e  Greek commitment to  Community 
membership i s  seen in  i t s  a g r ic u l tu r a l  a f f a i r s .  No o b lig a tio n s  e x i s t  
a t  t h i s  p o in t f o r  harm onization  o f p o l i c i e s , y e t th e  Greek government 
pursued i t  w ith  a l a c r i t y .
PRELIMINARY RESULTS
The b a s ic  s t r u c t u r a l  problems in  Greek a g r ic u l tu r e  a re  s t r i c t l y  
in t e r n a l  in  o r ig in  and n o t r e la te d  to  th e  European Community in  any way. 
A nalogously, t h e i r  c o r re c tio n  re q u ire s  dom estic a c t io n .  With th e  
s ig n in g  o f  the  Athens T rea ty  in  1962, th e  need to  r e c t i f y  th e se  prob­
lems in te n s i f i e d .  T h e re fo re , in  a d d itio n  t o  dom estic c o n s id e ra t io n s ,  
Greek a g r ic u l tu r e  today responds to  e x te rn a l  m o tiv a tio n s  d e riv in g  from 
h ig h e r  demands fo r  i t s  p ro d u c ts , a g r ic u l tu r a l  p o l ic ie s  designed  by 
t h i r d  p a r t i e s ,  f e a r  o f  r e p r i s a l  o r  c o m p e titio n , e t c .  . The Greek 
governm ent, in  i t s  p e rso n a l economic p r i o r i t i e s ,  seeks to  r e s t r u c tu r e  
th e  a g r ic u l tu r a l  s e c to r  p r im a r ily  t o  enhance th e  fa rm e r 's  p e rso n a l 
l iv in g  s ta n d a rd . Yet th e  s tim u lu s  o f  e v e n tu a l harm onization  w ith  th e
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EEC, as w e ll as a "we’ l l  show you" a t t i t u d e , 1*® speeds up i t s  harmoni­
z a tio n  e f f o r t s  c o n s id e rab ly .
The g e n e ra l pessim ism  T r ia n t i s  ex p ressed  about th e  poor s o i l ,  
s u b s o i l  and sm all s iz e  o f a ra b le  lan d  have n o t re p re se n te d  severe  
handicaps in  an a g r i c u l tu r a l  environm ent c h a ra c te r iz e d  by te c h n o lo g ic a l 
r e v o lu tio n . C lim a tic  a s s e ts  a ls o  h e lp ed  p rev en t h is  d ire  p re d ic tio n s  
by allow ing  double season crops and new commodities t o  be grown.
The Community, although  a lre ad y  s e l f - s u f f i c i e n t  in  th e  produc­
t io n  o f  most n o n - tro p ic a l  f o o d s tu f f s ,  re q u ire s  s u b s ta n t ia l  im ports o f 
c e r ta in  food and a g r i c u l tu r a l  commodities in c lu d in g  t r o p i c a l  p ro d u c ts , 
v eg e tab le  o i l s ,  and f r u i t s  and v e g e ta b le s .1*® I f  Greece i s  to  tak e  
advantage o f  i t s  p r e f e r e n t i a l  e n try  and in su re  a  fu tu re  m arket i t  w i l l  
more than  l ik e ly  s h i f t  to  producing  such o f  th e se  p ro d u c ts  as  i s  
p o s s ib le .  In  a d d i t io n ,  i t  must be ab le  (1 )  to  meet q u a l i ty ,  packa­
ging and s ta n d a rd iz a t io n  c r i t e r i a  o f  W estern European m ark ets; (2 ) to  
compete w ith I t a l i a n  p ro d u c ts  by e s ta b l is h in g  h ig h ly  co m p etitiv e  
p r ic e s ;  (3 )  t o  improve t r a n s p o r ta t io n  f a c i l i t i e s  and in su re  Greek 
growers th e  chance to  m arket t h e i r  p ro d u c ts ; (4 )  t o  improve and s ta b a -  
l i z e  supp ly  through f lo o d  c o n t r o l ,  p e s t ic id e  u s e , e t c . ,  and (5 ) to  
r e f r a in  from s u b s id iz in g  th e  c u l t iv a t io n  o f uneconom ical c ro p s .
^ R e f e r s  back t o  "G reece, th e  EEC and th e  CAP" above.
^ T h e se  averaged over 30 p e r  cen t o f  EEC im ports du ring  th e  
th re e  y ea rs  1967-69 ta k in g  SITC 0 .1 .2 .* ! le s s  27 and 28 in to  acco u n t.
**7By doing so  i t  g u a ran tees  i t s e l f  a  ready m arket and th e  con­
tin u e d  "good w i l l"  o f  the  EEC n a tio n s  ( p a r t i c u la r ly  I t a l y ) .  This w i l l  
e v e n tu a lly  ease  th e  t r a n s i t i o n  to  th e  CAP as w e ll  s in c e  coverage o f 
p roducts  i s  n o t au tom atic  and i f  Greece produces needed non -co m p etitiv e  
p roducts  coverage w i l l  be more e a s i ly  and r e a d i ly  a p p lie d .
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A m ajor advantage o f f u l l  membership w i l l  be p a r t ic ip a t io n  in  
common a g r i c u l tu r a l  funding arrangem ents. However, i f  e f f ic ie n c y  o f  
re so u rce  a l lo c a t io n  i s  d e s ir e d ,  i t  i s  b e s t  a t  p re se n t th a t  Greece n o t 
p a r t ic ip a te  s in c e  th e  program d isco u rag es  farm ers from responding  to  
m arket fo rc e s . R a th e r , Greek a g r ic u l tu r e  rem ains more resp o n siv e  to  
m arket demands under a  system  o f  s u b s id ie s  and su p p o rt p r ic e s  making 
any a d d i t io n a l  f in a n c ia l  b e n e f i t s  re c e iv e d  in  1984 from CAP funds 
ic in g  f o r  th e  cake.
One d isappoin tm ent in  th e  a s s o c ia tio n  concerns investm en t funds. 
The European Investm ent Bank (E IB ), which lends la rg e  sums t o  member 
s t a t e s  and a s s o c ia te s ,  as w e ll as to  underdeveloped c o u n tr ie s ,  f o r  
in f r a s t r u c tu r e  p r o je c t s ,  m ajor investm ent program s, e t c . ,  i s  unable to  
p rov ide  funds f o r  s t r u c tu r a l  improvements in  Greek a g r ic u l tu r e  because 
o f  th e  p o l i t i c a l  s i tu a t io n .  Greek needs f o r  fo re ig n  exchange and heavy 
investm en t funds a re  w e ll documented and a c tu a l ly  recogn ized  in  th e  
Athens T re a ty , y e t a  p o te n t ia l  so u rce  must remain untapped. This i s  a 
s e r io u s  m a tte r  and one in  need o f  c o r r e c t io n ,  b u t one o u ts id e  th e  realm  
o f  econom ics. On th e  o th e r  hand th e  s u b s ta n t ia l  te c h n ic a l  a s s is ta n c e  
undertaken  by Community a g r i c u l tu r a l  i n t e r e s t s , s u b s ta n t ia l ly  b e n e f i t te d  
Greek farm ers and s tim u la te d  th e  use o f  many modern te c h n iq u e s .
EXPORTS AND IMPORTS OF AGRICULTURAL COMMODITIES
The average annual r a t e  o f growth o f Greek e x p o rts  over th e  
1960’ s was 11.6 p e r  c e n t ,  in d ic a t in g  a g e n e ra lly  buoyant market fo r  
Greek goods. The a g r i c u l tu r a l  s e c to r  f a i l s  t o  ad eq u ate ly  r e f l e c t  t h i s  
because o f d i f f i c u l t i e s  in  expanding su p p ly . Food and a g r i c u l tu r a l
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m a te r ia ls  p ro v id e  over h a l f  o f th e  t o t a l  e x p o rts  in  G reece, b u t account 
fo r  only  c n e - f i f th  o f  t o t a l  im p o rts , (T ab le  4-2)
TABLE 4-2
EXPORTS AND IMPORTS BY COMMODITY GROUPS 
FOR SELECTED YEARS, SITC CLASSIFICATION 
(p e r  cen t)
Food and Fuel Ores M a te ria ls  and 
A g r ic u ltu ra l  and S e m i-fin ish ed  F in ish ed
M ate ria ls  M inerals Goods M anufactures
(0 .1 .2 .4 -2 7 ,2 8 )  (3 ,2 7 ,2 8 )  (5 .6 )  (7 .8 )
EXPORTS:
1959 85.6 7 .3 5 .9 1.2
1964 81.8 6 .9 8 .1 3.2
1969 55.6 8 .1 31.7 4.6
IMPORTS:
1960 19.3 7 .5 25 .4 47.8
1964 24.0 7.0 30.0 39.0
1969 20 .4 8.6 25.6 45.4
S o u rce : OECD S t a t i s t i c s  on Foreign T rad e , S e r ie s  B.
The European Community and th e  E a ste rn  European a rea  a re  th e  
m ajor m arkets f o r  Greek a g r ic u l tu r a l  and food p ro d u c ts . In th e  form er 
such ex p o rts  grew 7 p e r  cen t p e r  y e a r  s in c e  1964 and in  th e  l a t t e r ,  
th e  r a te  was over 3 .5  p e r  c en t an n u a lly . Almost h a l f  o f  Greek a g r ic u l ­
t u r a l  ex p o rts  go to  Community m arkets.
A g r ic u ltu ra l  im ports come re g u la r ly  from th re e  a re a s : th e  EEC
which p ro v id es  over 22 p e r  cen t o f th e  t o t a l  p r im a r ily  in  b e e f ,  v e a l 
and m ilk p ro d u c ts ;  North America which su p p lie s  over 10 p e r  c e n t o f 
im p o rts , m ainly in  th e  c e re a ls  l i n e ;  and, A u s tr a l ia ,  New Z ealand , and 
th e  b e e f  p roducing  a re a s  o f  South America, p ro v id in g  m ostly meat item s.
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E aste rn  European n a tio n s  are  a ls o  an i r r e g u la r  source  o f a g r ic u l tu r a l  
im p o rts . (T able 4-3)
There i s  no doubt th a t  th e  i n i t i a l  and consequent re d u c tio n s  
o f  t a r i f f s  on a g r i c u l tu r a l  p ro d u c ts  e n te r in g  Community m arkets was 
b e n e f ic ia l  t o  e x p o rts  o f  such goods. The unexacting  b e n e f i ts  t o  Greece 
were re c e iv e d  e a r ly ;  now i t  must c o n s ta n tly  work t o  m ain ta in  i t s  p o s i­
t io n  a t  th e  expense o f o th e r  p r e f e r e n t i a l  a re a s .  (T able  4 -4 ) Almost 
a l l  M editerranean c o u n tr ie s ,  w ith  th e  m ajor ex cep tio n  of th e  U nited 
Arab R ep u b lic , a re  under some s o r t  o f  agreem ent w ith  th e  EEC as a 
means o f im proving t h e i r  tra d e  r e l a t io n s .  These a re  a l l  p r e f e r e n t i a l  
ag reem ents, excep t fo r  Greece and Turkey. Morocco, T u n is ia , A lg e r ia , 
Spain and I s r a e l  a l l  ex p o rt a s u b s ta n t ia l  amount to  th e  EEC.1*® The 
p r in c ip a l  ex p o rt p roducts  in c lu d e  c i t r u s  f r u i t s  and o th e r  f r u i t  and 
v e g e ta b le s  from a l l  f iv e  o f  th e se  n a t io n s ,  wine from fo u r  o f them , and 
o liv e  o i l  and c e re a ls  from a t  l e a s t  t h r e e ,  in  a d d itio n  to  t e x t i l e s ,  
m anufactured m etals and chem icals . Because o f  th e  s im i l a r i t i e s  o f 
p ro d u c ts  and tra d in g  p a r tn e r s , any change in  one p r e f e r e n t i a l  o r  
a s s o c ia tio n  agreem ent causes v a rio u s  s o r t s  o f  r e a c t io n s  on th e  M editer­
ranean  reg io n  as a w hole, e s p e c ia l ly  i f  i t  concerns c i t r u s  f r u i t ,  o liv e  
o i l ,  wine o r  fre sh  f r u i t s  and v e g e ta b le s . Each n a tio n  a ttem pts  th e r e ­
fo re  t o  keep i t s  p o s it io n  and n o t be pu t in  a worsened p o s it io n  v is  ^  
v is  t h e i r  n e a re s t  co m p etito r in  th e  Community m arket.
Tobacco and r a i s in s  no lo n g e r dominate Greek a g r ic u l tu r a l  
e x p o rts  as th ey  cnce d id ,  although  they  s t i l l  p rov ide over 50 p e r  cen t
4®In 1964 e x p o rts  t o  th e  EEC from each n a tio n  was 63%, 65%, 93%, 
36%, and 23% re s p e c t iv e ly .  By 1970 i t  was 65%, 57%, 83%, 37% and 27% 
r e s p e c t iv e ly .
TABLE 4—3
GEOGRAPHICAL PATTERN OF GREECE'S TRADE 
(m illio n  d o l la r s )
1960 1961 1962 1963 1964 1965 1966 1967 1968 1969
IMPORTS:
World T o ta l ,  o f  which 
A g r ic u ltu ra l  p roducts
IMPORTS FROM:
North America
o f  which, a g r ic u l tu r a l
EEC
o f  w hich, a g r ic u l tu r a l  
EFT A
o f  w hich, a g r ic u l tu r a l
O ther OECD n a tio n s
o f  w hich, a g r ic u l tu r a l
E aste rn  Europe
o f  which, a g r ic u l tu r a l
O thers
o f  w hich, a g r ic u l tu r a l
702 714 701 804 885
82 101 86 115 132
150 92 73 91 109
15 20 16 24 28
236 272 304 320 375
12 13 15 20 25
119 133 148 153 173
5 6 6 9 11
86 61 27 32 34
4 5 3 4 6
55 50 55 68 73
8 10 10 17 15
56 106 94 140 121
38 47 36 41 47
L134 1223 1186 1394 1594
178 174 178 170 189
120 141 107 160 220
40 34 30 16 21
469 504 527 607 669
28 35 39 41 44
207 231 215 254 260
12 14 17 12 13
50 57 40 11 27
7 6 4 5 11
102 101 91 113 97
24 18 12 18 17
186 189 206 257 321
67 67 76 78 83
TABLE *+-3 (co n t)
1960 1961 1962 1963 1964 1965 1966 1967 1968 1969
EXPORTS:
World T o ta l ,  o f  which 203 223 249 290 309 328 406 495 468 554
A g r ic u ltu ra l  p roducts 136 145 151 200 207 223 259 307 254 260
EXPORTS FROM:
North America 29 33 20 56 46 33 44 68 53 59
o f  w hich, a g r ic u l tu r a l 24 29 16 51 41 26 31 53 29 32
EEC 67 68 89 95 116 122 144 200 223 250
o f  w hich, a g r ic u l tu r a l 46 45 60 67 81 90 96 128 127 124
EFT A 31 32 45 39 41 41 43 45 44 50
o f  w hich, a g r ic u l tu r a l 24 24 30 29 28 31 35 28 26 25
O ther OECD n a tio n s 3 6 5 6 4 11 7 14 8 11
o f  w hich, a g r ic u l tu r a l 0 .6 0 .4 0 .6 4 2.5 8 2 11 8 7
E aste rn  Europe 45 52 50 58 65 75 93 90 72 90
o f  w hich, a g r ic u l tu r a l 29 31 28 34 41 51 61 51 35 47
O thers 28 32 40 36 37 46 75 78 68 94
o f  which, a g r ic u l tu r a l 12 16 17 14 13 17 34 36 29 25
Source: OECD S t a t i s t i c s  on Foreign Trade t S e r ie s  B.
TABLE 4-4






G rap e fru it





Levy based on th e  i n t e r ­
n a l  p r ic e  p lus allow ance 
o f 0 .50 u .a ./lO O  kg. o f 




Reduction o f  4 .5  u . a . /  
100 kg. o f  th e  levy 





Refined o liv e  o i l
Unmanufactured tobacco 
Durum wheat
Exempt from th e  f ix e d  
component.
100% 100%
Reduction o f  levy  o f 
0 .50 u .a . / to n
Wines
Dried grapes 
D ried f ig s  
P reserved  n u ts  
F ru its  and v eg e tab les
System r e s u l t in g  from 





System to  be e s ta b lis h e d  
by th e  Council o f  Asso­




50% fo r  c e r ta in  p reserv ed  
v eg e tab les  w ith o r  w ithout 
v in e g a r / 50% fo r  p reserved  
o liv e s  and capers
40% canned 
g ra p e f ru i t




G ra p e fru it
Crude o l iv e  o i l





Dried f ig s  
P reserved  n u ts  





Reduction o f 5 u . a . /  
100 kg . p lu s  0 .5  u . a . /  
100 kg.
Exempt from th e  f ix e d  
component o f  th e  lev y .
Reduction o f  levy o f 
0 .50 u . a . /  to n .
50% f o r  c e r ta in  p re ­
se rv ed  v eg e tab les  w ith 
o f  w ithou t v in e g a r ,
50% fo r  c e r ta in  p re ­
se rv ed  f r u i t s  w ithou t 
s u g a r , 100% f o r  p re ­




Reduction o f 4 u . a . /  





Reduction o f  5 u . a . /  
100 kg. p lu s  0 .5  u . a . /  
100 kg.
Exempt from th e  f ix e d  
component o f  th e  lev y .
System to  be e s ta b ­
l is h e d  s h o r t ly  fo r  some 
q u a li ty  w in es , s h e r ry ,  
malaga.
100% w ith in  a quo ta  p lu s  
1,700 to n s .
30% in  quota  p lu s  200 to n s
50% fo r  c e r ta in  p re -  Same as Morocco.
served  v eg e tab les  w ith
o r  w ithou t v in eg ar and
fo r  p reserv ed  o liv e s
and cap ers .
106
o f t o t a l  a g r i c u l tu r a l  e x p o rt e a rn in g s . (T able 4-5) Greek a g r i c u l tu r a l  
ex p o rts  to  th e  EEC a re  h e a v ily  c o n c e n tra te d  in  f r u i t s  and v e g e ta b le s , 
tobacco and w ine. I t  averages le s s  th an  one p er cen t o f  Community 
co tto n  im ports and i t s  sh a re  o f th e  Community v eg e tab le  o i l s  m arket i s  
j u s t  as d ism a l, averag ing  le s s  than  th re e  p e r  cen t in  th e  l a s t  th re e  
y e a rs . These a re  two a re a s  where expanded tra d e  i s  d e s ir a b le ,  e sp e ­
c i a l l y  s in c e  c i t r u s  f r u i t s  and o th e r  h o r t i c u l t u r a l  p ro d u c ts  a re  s t r e s s e d  
so  h e a v ily  th roughou t th e  r e s t  o f  th e  M editerranean  n a t io n s .  C e r ta in ly  
however in  term s o f  th e se  o th e r  c o u n tr ie s  and t h e i r  s im i l a r i t y  in  
a g r ic u l tu r a l  p ro d u c ts ,  Greek fo re s ig h t  in  th e  e a r ly  s i x t i e s  pays o f f  by 
p ro v id in g  i t  w ith  a b e t t e r  r e l a t iv e  t a r i f f  p o s it io n  than  i s  p o s s ib le  in  
th e  o th e r  n a tio n s  b o rd e rin g  th e  M ed iterranean . (T able 4-4)
Only a l im ite d  re d u c tio n  in  Greek d u tie s  on EEC a g r ic u l tu r a l  
p ro d u c ts  has o ccu rred  s in o e  1962. This i s  in  accordance w ith  th e  
T rea ty  which r e q u ire s  only  a 20 p e r  c en t re d u c tio n  in  th e  f i r s t  te n  
y e a rs .
T r i a n t i s 's  p r e d ic t io n  o f in c re a se d  Greek dependence on th e  EEC, 
as both an im port sou rce  and an e x p o rt so u rc e , ho ld s  t ru e  as does h is  
w arning th a t  th e  t ra d e  b a lan ce  i s  o f  c r u c ia l  s ig n i f ic a n c e .  A s e r io u s  
and s u s ta in e d  d e f i c i t  i s  a  sev e re  burden and one which may n o t be made 
up w holly o r  p a r t i a l l y  through  th e  c a p i t a l  accoun t. However, on an 
a g r i c u l tu r a l  b a s is  t h i s  i s  n o t a problem . The t ra d e  balance w ith  th e  
EEC i s  p o s i t iv e  and has been th ro u g h o u t th e  s i x t i e s  end th e  same i s  
t ru e  on a  w orld  wide b a s is .  (T able  4 -6 ) However, w hile th e  EEC 
accounted f o r  22 p e r  cen t o f  G reece 's  a g r i c u l tu r a l  im ports  and 48 p e r  
cen t o f  i t s  e x p o rts  in  1969, over 88 p e r  cen t o f  th e  t ra d e  su rp lu s  in
TABLE **-5
MARKET DISTRIBUTION OF SELECTED AGRICULTURAL EXPORTS 
(V alues in  m illio n  d o l la r s )
SITC C la s s if ic a t io n 051 052 053 054 055 112 121 211 263 421-2
Value 1955 3.8 29.9 4 .1 0 .2 0 .2 3.5 76.7 4.5 21.5 5 .8
1969 37.5 45.5 10.8 8.1 14.2 11.9 102.7 15.7 30.3 7.0
Percentage to :
EEC: 1955 40 40 10 57 54 69 81 78
1960 30 28 18 9 20 46 37 32 25 67
1967 51 31 52 49 9 60 33 16 16 90
1969 56 37 62 54 50 75 41 20 5 80
EFTAa 1955 13 50 2 100 50 23 13 11 1 5
1960 14 52 6 55 — 21 10 2 2 2
1967 13 39 14 14 3 10 4 — 7 —
1969 8 32 4 2 3 5 5 1 5 1
E aste rn  Europe*5 1955 42 4 20 4 4 3
1960 46 15 28 — — — 22 32 40 —
1967 28 20 23 7 19 11 20 53 42 6
1969 36 29 30 32 22 7 28 58 89 13
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TABLE 4-5 ( con t)
SITC C la s s if ic a t io n 051 052 053 054 055 112 121 211 263 421-2
North America 6 
Japan 1955 2 24 11 25 5
1960 1 3 17 — 40 25 27 1 7 5
1967 — 1 7 12 38 15 37 1 1 2
1969 — - 1 3 11 21 12 25 2 — 4
Rest o f  World0 1955 5 4 4 — 50 9 4 16 18 9
1960 9 2 31 36 40 8 4 33 26 26
1967 8 9 3 18 31 4 6 30 34 2
1969 1 1 1 2 4 1 20 1 3
S ource: C a lcu la ted  from OECD S t a t i s t i c s (XI Foreign T rade , S e rie s  B.
N otes: aExcluding P o r tu g a l, in c lu d in g  Ice lan d  and I re la n d . ^ In c lu d in g  B u lg a ria  and Rumania.
cInclud ing  G reece, Turkey, P o r tu g a l, Spain and Y ugoslavia . The SITC C la s s i f ic a t io n s  a re  as 
fo llo w s: 051, F ru its  and n u ts ,  f r e s h ;  052, F r u i t s ,  d r ie d ; 053, F r u i t s ,  p re se rv e d ; 054,
V egetab les , f re s h ;  055, V egetab les , p re se rv e d ; 112, A lcoholic  b ev erag es; 121, Tobacco l e a f ;  
211, Hides and s k in s ;  263, Raw o o tto n ; and 421-2, V egetables o i l s .
TABLE 4-6
GREEK AGRICULTURAL TRADE, SELECTED YEARS 
(m illio n  d o l la r s )
1950 1955 1960 1965 1966 1967 1968 1969
T o ta l Im ports, o f  which: 428 382 702 1134 1223 1186 1392 1594
A g ric u ltu ra l p roducts 118 84 82 178 174 178 175 192
T o ta l E x p o rts , o f  which: 93 183 203 328 406 495 468 554
A g r ic u ltu ra l  products 78 131 136 223 259 307 245 255
Trade Balance -335 -199 -499 -806 -817 -691 -924 -1040
A g r ic u ltu ra l B alance: 
a ) excluding  raw co tto n -38 47 54 45 86 129 72 63
b) in c lu d in g  raw co tto n -35 68 73 66 114 171 107 93
EEC A g r ic u ltu ra l  Balance — — 34 62 61 96 92 81
Im ports from EEC, o f  which __ _ _ 236 469 504 527 607 669
A g r ic u ltu ra l products — — 12 28 35 38 41 43
Exports to  EEC, o f  which — — 67 122 144 200 222 250
A g r ic u ltu ra l  products - - — 46 90 96 127 126 123
T o ta l EEC Balance — — -169 -347 -360 -327 -385 -419
Source: OECD S t a t i s t i c s  on Foreign Trade , S e rie s B.
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a g r ic u l tu r a l  commodities accrues th e r e .  F urtherm ore , exc lud ing  tra d e  
in  raw c o t to n ,  G reece 's  a g r i c u l tu r a l  su rp lu s  w ith  th e  EEC o f te n  exceeds 
i t s  t o t a l  a g r i c u l tu r a l  su rp lu s  (a s  in  1965, 1968 and 1969).
The Athens T rea ty  d e c la re s  t h a t  t ra d e  in  a g r i c u l tu r a l  p roducts  
and fo o d s tu ffs  i s  an in t e g r a l  p a r t  o f  th e  t o t a l  agreem ent and th a t  th e  
g e n e ra l ru le s  in  th e  T rea ty  reg a rd in g  rem oval o f t ra d e  b a r r i e r s  apply 
to  th e se  p ro d u c ts  as w e ll .  L a te r  th e  document in d ic a te s  t h a t  f o r  t h i s  
to  p r e v a i l ,  Greek farm p o lic y  i s  t o  be harm onized w ith  th e  ( fu tu r e )
CAP. C onsequently , u n t i l  th e  CAP i s  e s ta b lis h e d  no t a r i f f s  o r  o th e r  
r e s t r i c t i o n s  can be a b o lish ed  between th e  two a re a s .  Any b a r r i e r s  
removed on a g r i c u l tu r a l  p roducts r e s t s  on th e  s p e c i f ic  p ro to c o ls  and 
annexes a t  th e  end o f th e  document. This in su re s  th e  autonomy o f th e  
EEC s in c e  lack  o f  harm onization  keeps a s s o c ia te  members from i n t e r ­
fe r in g  w ith  Community farm a c tio n  in  i t s  fo rm ative  s ta g e s .  I t  a ls o  
p ro te c ts  th e  i n t e r e s t s  o f  in d iv id u a l  member s ta t e s  w ith in  th e  EEC. 
Greece d id  secu re  th e  r ig h t  t o  form al c o n s u lta tio n  on g e n e ra l farm 
p o l ic ie s  and in  th e  case o f to b a c c o , th e  r ig h t  to  v e to  Community a c tio n  
u n t i l  November 1 , 1966. A fte r  1966, Greece was guaran teed  th a t  any 
CAP in v o lv in g  tobacco  would n o t o p era te  to  th e  d e trim en t o f i t s  raw 
tobacco  e x p o rts  to  th e  EEC. Tobacco came under th e  CAP in  1970.
D esp ite  th e se  g u a ra n te e s , th e  common a g r ic u l tu r a l  p o lic y  gener­
a l ly  h in d e rs  Greek e x p o rts  by p ro te c t in g  member m arkets and p roducer 
s t a t e s .  The b u r le y  tobacco  m arket i l l u s t r a t e s  t h i s  very  w e ll. Greece 
d iv e r s i f ie d  tobacco  p ro d u c tio n  and improved i t s  e x p o rt p o s it io n  by en­
te r in g  in to  b u r le y  tobacco  p ro d u c tio n  in  th e  s i x t i e s .  Burley i s  one o f 
the  few ty p es  o f tobacco  ex p erien c in g  growth in  demand. At th e  tim e o f
I l l
th e  d e c is io n , I t a l i a n  p ro d u c tio n  was n e g l ig ib le  because o f  b lu e  mold 
d ise a se  and b u rle y  e x p o rts  from Greece t o  th e  EEC were duty f r e e , 
compared to  a  12.7 t o  15 cen ts  p e r  pound duty on n c m -p re fe re n tia l  
so u rc e s . Greece became the  w orld ’s f i f t h  l a r g e s t  grower and th e  second 
la r g e s t  e x p o r te r  o f  b u r  le y  by 1969, w ith  th e  EEC p urchasing  tw o -th ird s  
o f  i t s  e x p o r ts . In  1970, b u r le y  and o th e r  tobaccos came under th e  CAP. 
High g uaran tee  p r ic e s  and b u y e r 's  premiums were s e t  f o r  I t a l i a n  b u r le y , 
causing  an expansion in  I t a l i a n  b u rle y  p ro d u c tio n  and a d e c lin e  in  
Greek e x p o r ts .49 In  f a c t ,  Greek e x p o rts  d ecreased  50 p e r  cen t o v e r a l l ,  
w ith  th e  la r g e s t  drop in  e x p o rts  coming from W estern Germany where a 
d e c lin e  o f over 90 p e r  cen t from th e  3936 te n s  i t  im ported  in  1970 took 
p la c e . Greece com plained to  th e  EEC th a t  although  Greek op in ions were 
supposed to  be sought during  th e  p re p a ra tio n  and d r a f t in g  o f  p o lic y  
th ey  had n o t been . Consequently an in a p p ro p r ia te  procedure was in ­
volved in  determ in ing  th e  gu aran tee  p r i c e .50 U nless th e  Community 
a l t e r s  i t s  p o s i t io n ,  a b r ig h t  e x p o rt p ro sp e c t f o r  Greece i s  doomed, 
i l l u s t r a t i n g  how e a s i ly  p r e f e r e n t i a l  access  can be ig n o red .
E v en tu a lly  any e v a lu a tio n  o f  th e  Greek-EEC p o s it io n  re g a rd in g  
a g r ic u l tu r e  must come to  g r ip s  w ith th e  in flu e n c e  o f  th e  CAP.5^ This 
p o l ic y ,  w ith which Greece i s  harm onizing i t s  a g r i c u l tu r a l  sy stem , i s
49B urley  o u tp u t ro se  alm ost 30 p e r  cen t in  two y ears  and a
p o r tio n  o f t h i s  i s  in  s t a b i l i z a t i o n  agency h an d s, th e re fo re  making i t  
e l i g ib l e  f o r  a Community su b sid y  i f  ex p o rted .
cn
Foreign A g r ic u ltu ra l  R ep o rts , December 6 ,  1971, p . 12.
5*The is s u e  i s  c r i t i c a l  f o r  G reece. I t  agreed  to  ab ide by 
A r t ic le  39 o f  th e  Rome T rea ty  which e x p l i c i t l y  s t a t e s  th a t  p r ic e  su p p o rts  
and o th e r  r e la te d  forms o f government in te rv e n tio n  must be harm onized 
b e fo re  a common Greek-EEC a g r i c u l tu r a l  p o lic y  can be implemented.
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b a s ic a l ly  p ro te c t iv e  and designed  p r in c ip a l ly  t o  in su re  s e l f - s u f f i ­
ciency  in  tem perate  crops through a system  o f  le v ie s  p ro te c t in g  dom estic 
p roducers o f  th e se  and o th e r  crops from o u ts id e  co m p e titio n . In  
a d d i t io n ,  i t  s e rv e s  t o  a s s i s t  in  m odernizing th e  a g r i c u l tu r a l  s e c to r  
and to  guaran tee  la rg e  m arkets and s ta b le  p r ic e s  which w i l l  f o s t e r
commercial e n te r p r i s e s .  I t  can r e s u l t  in  h ig h ly  p r o te c t iv e  s i tu a t io n s
as th e  b u rle y  example in d ic a te s .  However, from a lo n g -ru n  p o s i t io n ,  
Greece s tan d s  t o  b e n e f i t  c o n s id e ra b ly  a t  f u l l  membership from th e se  
same p o l ic ie s  which today  prove a h in d ra n ce . When Greece e n te r s  f u l ly  
under th e  CAP, I t a l i a n  a g r i c u l tu r a l  p ro d u c ts  w i l l  no lo n g e r  re c e iv e  
s p e c ia l  tre a tm e n t v is  It v is  Greek ones; th e r e f o r e ,  th ey  can compete on
an eq u a l fo o tin g . Both Greek tobacco  and c i t r u s  f r u i t s  a re  a lre a d y
p r ic e d  below th e  same I t a l i a n  ite m s , y e t s e l l  f o r  th e  same o r  h ig h e r  
p r ic e s  in  Community m arkets because o f  th e  levy  system . F urtherm ore, 
i f  Greece i s  ab le  to  a c t iv e ly  d i r e c t  and h e lp  determ ine a g r ic u l tu r a l  
p o l i c i e s ,  i t s  v e s te d  a g r i c u l tu r a l  i n t e r e s t s  can be defended.
The Community market i s  very  resp o n siv e  to  th e  type  o f  a g r ic u l -  
t u r a l  goods Greece produces. This i s  g e n e ra lly  t ru e  o f  th e  r e s t  o f
th e  w orld . I t s  o th e r  c lo se  t r a d in g  p a r tn e rs  e i t h e r  produce goods 
com petitive  to  those  o f G reece, o r  a re  unable t o  expand incomes s u f f i ­
c ie n t ly  to  allow  a d d i t io n a l  consumption o f  such goods as r a i s i n s ,  
c i t r u s ,  f re sh  v e g e ta b le s , e t c . ,  o r  have no h ard  c u rre n c ie s  w ith  which 
to  purchase them. Under th e  CAP um brella  Greece i s  v i r t u a l l y  guaran teed  
a la rg e  m arket fo r  i t s  com m odities.
52See th e  v a rio u s  OECD m arket surveys on p ro d u c ts  produced in
G reece.
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I t  b ea rs  re p e a tin g  th a t  l i t t l e ,  i f  any b e n e f i t  would accrue to  
Greece by f u l l  p a r t ic ip a t io n  in  th e  CAP a t  t h i s  tim e because th e  d i s ­
to r te d  m arket p ic tu re  i t  p ro v id e s , and in  p a r t i c u l a r ,  th e  a v a i l a b i l i t y  
o f  su p p o rt fu n d s, would h in d e r  reso u rce  r e a l lo c a t io n  a t  a tim e when i t  
i s  a b so lu te ly  n e c e ssa ry  i f  Greece i s  to  become a g r ic u l tu r a l ly  sound.
The tre n d  p re s e n tly  i s  to  encourage th o se  goods in  heavy demand in  the 
EEC and th e  r e s t  o f  Europe a n d /o r th o se  which e n te r  duty  f r e e .  I f  
e i t h e r  were g uaran teed  a market under p ro te c t iv e  le v ie s  o r  o th e r  means,
c O
e f f ic ie n c y  le v e ls  would probably  be low er.
I t  a l l  u l t im a te ly  b o i ls  down to  th e  f a c t  th a t  th e  Greek-EEC 
T rea ty  i s  n o th in g  more than  a p r e f e r e n t i a l  agreem ent, p a r t i c u la r ly  under 
th e  e x is t in g  m i l i ta ry  d ic ta to r s h ip  in  G reece. This d ic ta to r s h ip  robs 
Greece o f co n s id e rab le  b a rg a in in g  power and g ives i t  no th in g  more than  
number one p re fe re n ce  p o s it io n  in  a p o te n t ia l ly  c lo sed  m arket.
Although th e re  i s  n o t s u f f i c i e n t  reason  from an a g r i c u l tu r a l  s ta n d p o in t 
t o  move away from th i s  p o s i t i o n , n e i th e r  i s  th e re  any reason  t o  be 
fo o led  in to  ex p ec tin g  i t  t o  p rov ide any more s u b s ta n t ia l  b e n e f i t s  to  
Greece in  th e  n ex t te n  y e a rs . In  1984 a d d i t io n a l  b e n e f i t s  w i l l  a c c ru e , 
b u t u n t i l  then  Greece must r e ly  on i t s  own i n i t i a t i v e  to  so lve  a g r ic u l ­
t u r a l  problem s.
53In a d d i t io n ,  many o f  th e  prim e a g r i c u l tu r a l  commodities now 
so ld  p r im a r ily  in  ncn-Community m arkets w i l l  be ab le  t o  be s o ld  in  th e  
EEC a f t e r  1984. In  a d d i t io n ,  o liv e  o i l  and wines which a re  c u r re n tly  
d isc r im in a te d  a g a in s t  w i l l  en joy  com plete freedom o f  e n try .
CHAPTER V: GREEK INDUSTRY
In d u stry  in  Greece i s  le s s  than  one-hundred y ea rs  o ld  and 
th roughou t i t s  f i r s t  cen tu ry  e i t h e r  h igh t a r i f f  w a lls  o r  an overvalued  
currency  p ro te c te d  i t .  E a r l i e s t  a ttem p ts  to  expand th e  i n d u s t r i a l  
s e c to r  in  th e  p o st-w ar e ra  came from th e  governm ent, although  today  a 
f re e  e n te r p r is e  economy re ly in g  on p r iv a te  i n i t i a t i v e s  t o  advance 
in d u s t r i a l  development p redom inates. Foreign p a r t ic ip a t io n  i s  welcomed 
e s p e c ia l ly  in  prom oting la r g e - s c a le  concerns. The avowed n a t io n a l  g oal 
o f  b e t t e r  co m p etitiv e  c o n d itio n s  f o r  Greek p ro d u c ts  in  w orld m arkets 
a s s i s t s  th e  i n d u s t r i a l  expansion  and s e ts  th e  s ta g e  f o r  con tinued  
growth by prom oting a more com plete m o b iliz a tio n  o f  p o te n t ia l  re so u rces  
as w e ll as th e  m odern ization  and s p e c ia l iz a t io n  o f p rod u ctio n  m ethods.
Development fo r  Greece im p lies  changing em phasis w ith in  i t s  
economy w ith  le s s  r e l ia n c e  p lac e d  on prim ary a c t i v i t i e s  and more on 
secondary  o r  t e r t i a r y  ones. S ince w orld-w ide p e r  c a p i ta  incomes in  
a g r i c u l tu r a l  n a tio n s  ten d  t o  be le s s  than  in  n o n -a g r ic u l tu r a l  ones o r  
s in c e  h ig h e r  p e r  c a p i ta  incomes ten d  t o  be a s so c ia te d  w ith  a more v a r ie d  
economic s t r u c tu r e ,^ - underdeveloped a reas  u su a lly  ten d  to  g r a v i ta te  
tow ards g r e a te r  and g r e a te r  i n t e r e s t  in  m anufacturing  a c t i v i t i e s .  They 
view m anufacturing  in d u s t r ie s  as more f l e x ib l e ,  com petitive  and su b je c t 
to  g r e a te r  o u tp u t expansion than  a g r ic u l tu r e .  More c o n tro l  over
^Alan B. M ountjoy, I n d u s t r ia l i z a t io n  and Underdeveloped 
C oun tries  (Chicago: A ldine P u b lish in g  Company, 1967), p . 64.
11**
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production  and p ro d u c tio n  c o s ts  e x i s t s ,  so  g r e a te r  p r ic e  s t a b i l i t y  i s  
p o s s ib le .  In  a d d i t io n ,  more co n sta n t employment s i tu a t io n s  p r e v a i l .  
These f a c to rs  coupled w ith  l im ite d  amounts o f  a g r i c u l tu r a l  lan d s  and 
th e  ex p e c ta tio n  th a t  fu tu re  l im i ts  e x i s t  on th e  a b i l i t y  o f  technology 
t o  expand o u tp u t in  a g r ic u l tu r e  s u f f i c i e n t ly  to  sponso r con tinued  and 
ra p id  grow th , f u r th e r  s tim u la te s  i n d u s t r i a l  advance in  th e  Greek 
n a t io n . S e rv ic es  a re  im portan t to  th e  n a tio n  (and perhaps adequate 
to  siphon o f f  excess a g r i c u l tu r a l  w o rk e rs ) , b u t by th em se lv es , a re  
inadequate  t o  overcome balan ce  o f  payments d e f i c i t s .  S ince th e  in d u s­
t r i a l i z a t i o n  p ro cess  g iv es  some em phasis t o  e x p lo i t in g  a g r i c u l tu r a l  
and m in era l r e s o u rc e s ,  i t  a ls o  h e lp s  to  promote re g io n a l  p ro g re s s .
This c h a p te r  examines th e  r o le  p layed  by th e  EEC agreem ent and 
dom estic p o l ic ie s  in  c re a t in g  a c lim a te  o f  change in  which th e  g e n e ra l 
p a t te rn  o f p ro d u c tio n  and th e  i n d u s t r i a l  s t r u c tu r e  could  be a l t e r e d  to  
promote g r e a te r  d iv e r s i f ic a t io n  and co m p etitiv en ess  in  th e  economy. As 
a r e s u l t  o f  such e f f o r t s  new ty p es  o f  in d u s t r ie s  and new methods o f 
p rod u ctio n  appeared du rin g  th e  s i x t i e s  in  th e  i n d u s t r i a l  s e c to r  o f
2
A very high p ro p o rtio n  o f  farm c o s ts  a re  in  f ix e d  charges} 
r e l a t iv e ly  few a re  v a r ia b le .  This means th a t  under adverse  c o n d itio n s  
decreasin g  farm o u tp u t saves th e  farm er only a very  sm all p o r tio n  o f 
h is  t o t a l  c o s ts .
^D iscussion  in  th e  American Economic Review: Papers and Pro­
ceed ings , XLIX, No. 2 (May 1959), p . 170, by Benjamin H iggins s ta t e s  
t h i s  ia e a  w e ll .  " In  some developing c o u n tr ie s  e i t h e r  th e  supply  o f  
prim ary commodities o r  fo re ig n  demand fo r  them would e v e n tu a lly  prove 
to  be a l im i t in g  f a c to r  f o r  th e  c o u n try 's  economic growth. In such a 
s i t u a t i o n ,  th e  p r e f e r e n t i a l  tre a tm e n t o f  m anufacturing  in d u s try ,  where 
supply  and demand l im i ta t io n s  a re  n e g l ig ib le ,  would be w arren ted  n o t 
only  v is  v is  t r a d i t i o n a l  prim ary com m odities, b u t a ls o  in  comparison 
to  th e  prim ary s e c to r  as a  w hole."
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G reece. Our p re s e n ta t io n  b eg ins w ith an exam ination o f  th e  p rod u ctio n  
c o s ts  in  t h i s  s e c to r  and a d e s c r ip tio n  o f  th e  i n d u s t r i a l  s t r u c tu r e ,  
p o in tin g  ou t a re a s  where im portan t changes o ccu rred , e s p e c ia l ly  in  th e  
t r a d i t i o n a l  mining and h a n d ic ra f ts  in d u s t r ie s .  The investm ent p ic tu re  
i s  analyzed  and th e  e f f e c t s  th a t  tra d e  p re fe re n c es  and p u b lic  economic 
p o l ic ie s  had in  prom oting p r iv a te  investm en ts i s  examined. S p e c ia l 
em phasis i s  a ls o  given to  t h e i r  in flu e n c e  on th e  e x p o rt and im port o f  
in d u s t r i a l  p ro d u c ts .
A review  o f  re so u rce  e f f ic ie n c y  and d e te rm in a tio n  and c o s t 
c o n s id e ra tio n s  in  th e  Greek economy in d ic a te s  th a t  key elem ents in  i t s  
i n d u s t r i a l  expansion were (1 ) a heavy r e l ia n c e  on com petitive  p r ic in g  
and ind igenous reso u rce  endowments as th e  determ inan ts  of in d u s t r i a l  
developm ents, and (2 ) a s u b s ta n t ia l  in flow  o f fo re ig n  c a p i ta l  exposing 
th e  economy to  modem p ro d u c tio n  and m arketing m ethods. The emphasis 
on ex p o rt expansion ( in  l i e u  o f im port s u b s t i tu t io n )  f u r th e r  encourages 
com petitive  p r ic in g  w hile  th e  openness o f  th e  economy encourages th e  
overflow  o f  co m p etitiv e  c o s t c o n s id e ra tio n s  in to  in d u s t r ie s  developed 
e s p e c ia l ly  to  meet dom estic demands. M oreover, th e  EEC a s so c ia tio n  
s tre n g th e n s  e f f o r t s  to  remove p ro te c t iv e  b a r r i e r s ,  th ereb y  urg ing  an 
end to  the  t r a d i t i o n a l  complacency o f  b u s in e ss  e n te r p r i s e s .  Our con­
c lu s io n s  f u r th e r  show th a t  th e  p r e f e r e n t i a l  access  accorded Greek in d u s­
t r i a l  ex p o rts  in  EEC m arkets s u c c e s s fu lly  le d  to  a  much g r e a te r  expan­
s io n  o f  such p ro d u c ts  in  th o se  m arkets than  th a t  ex p erien ced  by Greek 
ex p o rt s a le s  t o  o th e r  advanced Western economies o f  th e  le s s  developed 
w orld .
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Throughout th e  ch a p te r  numerous examples o f  p e rc e p tiv e  govern­
ment p o l ic ie s  designed to  s tre n g th e n  and promote th e  use o f  a f re e  
market system  ap p ea r. This more than  any th ing  e ls e  seems to  ex p la in  
th e  phenomenal Greek s u c c e ss , and i t  i s  p r e c is e ly  t h i s  elem ent th a t  
T r ia n t i s  f a i le d  to  a n t i c i p a t e .4 His e n t i r e  message r e s t s  on th e  b a s ic  
assum ption th a t  th e  p a s t  r u le s  th e  f u tu r e ;  co n seq u en tly , he i s  unable 
t o  recogn ize  t h a t  p a s t p a t te rn s  o f  economic b eh av io r can be broken w ith 
th e  a p p ro p ria te  encouragement o r  in c e n tiv e .  He c o n s ta n tly  ex p ec ts  th e  
w o rs t, assum ing th a t  Greece can n ev er make th e  changes n ecessa ry  to  
b e t t e r  i t s e l f .  Yet t h i s  c h a p te r  re p e a te d ly  d e sc rib e s  an economy where 
s u b s ta n t ia l  e f f o r t s  a re  c o n tin u a lly  being  made to  overthrow  th e  p ro te c ­
t iv e  ch ain s o f  the  p a s t .
T r ia n t i s  f e l t  t h a t  Greek in d u s try  could  never compete su cc e ss ­
f u l ly  w ith fo re ig n  p ro d u cers . He was ab le  to  v is u a l iz e  th e  dynamism 
which fo re ig n  investm ent can b r in g  to  an economy, b u t was unable to  
a n t ic ip a te  t h a t  fo re ig n  investm ent would ev e r e x te n s iv e ly  e n te r  th e  
Greek economy. Nor could  he a n t ic ip a te  government p o l ic ie s  encouraging  
e f f ic ie n c y  o f  re so u rce  u se , when in  th e  p a s t  th e  o p p o site  g e n e ra lly  
h e ld  tim e . T r ia n t is  had d i f f i c u l t y  in  accep tin g  th e  r a p id i ty  w ith 
which new in d u s t r ie s  can overcome t h e i r  i n i t i a l  handicaps and become 
c o m p e titiv e ; consequen tly  he ex p ressed  concern th a t  tw enty-tw o y ears  
was to o  sh o r t  a p e rio d  fo r  in fa n t  in d u s try  developm ent. He f a i l e d ,  
th e r e fo r e ,  to  a p p re c ia te  th e  "escape c lau se"  in  A r t ic le  18 o f  th e  Athens 
T rea ty  which p erm its  a d d i t io n a l  p ro te c t io n  a f t e r  198** in  ju s t  such c a se s .
^See C hapter I above.
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The Athens T rea ty  a ls o  recogn ized  th a t  im ports o f  c a p i t a l  goods 
and raw m a te r ia ls  a re  e s s e n t i a l  to  th e  development p ro c e ss . To f a c i l ­
i t a t e  th e  movement o f  such ite m s , th e  Community g ran ted  Greece f u l l  
b e n e f i t  o f  a l l  e x is t in g  and fu tu re  t a r i f f  re d u c tio n s  w ith in  th e  EEC.
In  r e tu r n ,  Greece agreed  t o  a b o lish  a l l  t a r i f f s  on EEC in d u s t r i a l  
im ports w ith in  tw elve y ea rs  f o r  goods n o t produced in  G reece, and 
w ith in  tw enty-tw o y ea rs  on o th e r  m anufactured p ro d u c ts . S ince November 
1962 Greek m anufactures have e n te re d  th e  European Community duty f r e e .  
Greece a ls o  i s  removing o th e r  im port r e s t r i c t i o n s  in c lu d in g  l ic e n s in g  
req u irem e n ts , prepayment o f  im p o rts , quotas and o th e r  a d m in is tra t iv e  
c o n tro ls .  I t  a ls o  began i t s  p ro g re ss iv e  alignm ent on im port d u tie s  to  
th e  EEC's common e x te rn a l  t a r i f f  (CXT). At t h i s  p o in t ,  60 p e r  cen t o f 
th e  e x is t in g  im port t a r i f f s  on 12 y e a r  goods and 20 p e r  cen t on goods 
l i s t e d  in  th e  22 y ea r  schedu le  a re  removed and a 30 p e r  cen t r e a l ig n ­
ment toward the  CXT i s  com pleted.
THE SETTING IN GREECE: GNP CONTRIBUTION, TYPES OF INDUSTRY, COSTS OF
PRODUCTION AND EMPLOYMENT
In th e  m iddle s i x t i e s ,  th e  i n d u s t r i a l  s e c to r  overtook a g r ic u l­
tu r e  in  term s o f  i t s  c o n tr ib u tio n  to  GNP. A s te a d i ly  r i s in g  in d u s t r i a l  
p ro d u c tio n  index (Table 5 -1) pushed secondary p ro d u c tio n  to  a c o n t r i ­
b u tio n  in  excess o f 31 p e r  cen t o f  t o t a l  n a t io n a l  p ro d u c t.^  D espite 
t h i s  g a in ,  th e  i n d u s t r i a l  s e c to r  rem ains dominated by sm all s c a le  
e s ta b lish m en ts  whose o r ie n ta t io n  i s  tow ard dom estic m arkets and whose
5This i s  th e  1969 f ig u re  from The R evolu tion  o f  2 1 s t o f A p ril 
B uilds a^  New Greece ( r e f e r r e d  to  in  th e  fu tu re  as 2 1 s t o f  AprTT)
( A thens: M in istry  o f  C o o rd in a tio n , P u b lic  R e la tio n s  S e rv ic e , 1970).
TABLE 5-1
INDUSTRIAL PRODUCTION INDEX 
1959 = 100
1961 1963 1965 1966 1967 1968 1969
Foodstuffs 105.8 117.7 119.9 130.5 136.6 150.4 154.1
Beverages 115.7 120.2 162.1 196.4 214.3 212.8 201.3
T e x tile s 119.2 129.7 153.9 168.9 173.1 180.0 200.5
Footwear and C lothing 105.6 113.8 115.6 108.0 115.3 117.6 141.6
Hood and Cork (exc lud ing  f u rn i tu r e ) 119.*+ 139.2 120.8 126.4 156.6 162.0 172.1
F u rn itu re 101.6 108.3 98.3 92.8 81.2 73.6 72.9
Paper 112.4 133.5 158.6 192.8 205.3 217.9 252.4
P r in tin g  and P ub lish ing 113.0 119.0 104.7 127.8 114.6 113.0 117.7
Leather 111.8 108.8 103.1 115.3 112.1 106.3 109.7
Rubber P roducts 109.6 138.4 136.6 193.8 437.0 489.8 632.2
Chemicals 122.9 146.1 181.4 216.7 311.9 355.6 -------
Petroleum  and Coal P roducts 104.3 117.1 121.1 175.0 222.5 261.1 406.6
N onm etallic P roducts 107.9 130.7 169.8 187.9 201.4 205.6 244.8
B asic M etal In d u s tr ie s 145.0 186.1 330.7 476.3 576.2 719.4 942.9
M etal P roducts 147.7 164.4 245.8 265.3 219.0 245.3 270.3
Machinery (exclud ing  e l e c t r i c a l  and 
t r a n s p o r t  equipment) 96.3 85.9 81.8 84.6 80.6 75.3 75.0
E le c t r ic a l  Machinery and A ppliances 143.6 148.5 165.9 166.3 238.5 221.1 258.3
V ehicles 170.7 179.2 201.1 206.4 197.8 201.6 217.8
GENERAL INDEX 132.5 158.4 182.8 187.3 208.0 237.1
Mining ------- 115.4 133.9 141.8 145.6 158.1 182.9
M anufacturing — 136.6 163.2 187.1 192.0 205.9 229.2
E le c tr ic i ty -G a s — 139.4 188.2 240.0 283.3 311.8 356.2
S ource: Greek S t a t i s t i c a l  Yearbook t 1965 and 1971.
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c a p i t a l  and e n tr e p re n e u r ia l  re so u rc e s  are  very l im ite d . A s ig n i f ic a n t  
p ercen tag e  o f  th e se  in d u s t r ie s  a re  in  th e  h a n d ic ra f t  o r  a r t i s a n  c a te ­
gory  o p e ra tin g  from w ith in  th e  ow ner's  dom icile.®
T e x ti le s  i s  th e  l a r g e s t  in d u s try  w ith  food-beverage p ro cess in g  
and chem icals th e  n ex t l a r g e s t .  T ogether th e se  th re e  a reas  account 
fo r  over 50 p e r  c en t o f  t o t a l  i n d u s t r i a l  o u tp u t ( in  1960-61 th ey  p ro ­
v ided  75 p e r  cen t o r  m ore). In  re c e n t y e a r s ,  b u ild in g  m a te r ia ls ,  
p a p e r , l e a th e r ,  e l e c t r i c a l  ap p lian ces  and m eta l goods in d u s t r ie s  under-
n
went c o n s id e rab le  grow th.
TABLE 5-2
OUTPUT GROWTH, SELECTED INDUSTRIES
1968 1969 1970*
B asic  M etallurgy 24.9% 31.1% 22.7%
P la s t i c s  and Rubber 12.1 29 .1 11.3
Chemicals-Ph arm aceuti c a ls 14.0 14.3 10.0
E le c t r i c a l  M achinery, e tc . -6 .3 16.8 18.6
T ran sp o rt Means, e t c . 1 .9 8.0 18.6
Source: 21 st o f A p r i l , p . 37. *Through June
I n d u s t r i a l  employment grew more s lcw ly  th an  in d u s t r i a l  o u tp u t, 
av erag in g  only  a fo u r  p e r  cen t in c re a se  between 1968 and 1970. The 
i n d u s t r i a l  la b o r  fo rc e  accounted  f o r  21 p e r  cen t o f  t o t a l  employment
6BLS Report No. 325, Labor: Law and P ra c t ic e  in  th e  Kingdom o f
G reece, A Report o f  th e  U nited  S ta te s  Department o f  Labor,' bureau o f  
Labor- S t a t i s t i c s  (W ashington, D. C .: Government P r in t in g  O ff ic e ,
1968), p . 25.
"^Products produced in c lu d e  canned v e g e ta b le s  and f r u i t s ,  b e e r ,  
f r u i t  j u i c e s ,  w ine , c i g a r e t t e s ,  t e x t i l e s ,  y a rn , sh o e s , s y n th e t ic  tim ­
b e r ,  pap er p l a s t i c s  and ru b b er p ro d u c ts , chem ical a c id s ,  p igm ents, 
so ap , pharm aceu tica l p ro d u c ts ,  ch em ica ls , d i s in f e c ta n t s ,  f e r t i l i z e r s ,  
g la ssw a re , p o rc e la in  s a n i ta r y  ite m s , power c o i l s  and household  goods.
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in  1967 .8 A U nited S ta te s  Bureau o f  Labor S t a t i s t i c s  s tu d y  in d ic a te d  
few shorages o f  s k i l l e d  p e rso n n e l, p a r t ly  because o f r e p a t r ia te d  
workers re c e iv in g  t r a in in g  in  fo re ig n  c o u n tr ie s .  As r e g u la r  employ­
ment o p p o r tu n it ie s  open up in  Greece and s k i l l e d  t r a in in g  becomes more
re a d i ly  a v a i la b le ,  th e re  i s  l i t t l e  reason  f o r  even tem porary lo s s e s  o f
g
la b o r  s k i l l s  most needed to  develop dom estic re so u rc e s . The most 
s e r io u s  s k i l l e d  manpower d e f ic ie n c y  i s  in  te c h n ic a l  a s s i s ta n t s  and 
i n d u s t r i a l  management p e rso n n e l.
Money wages in c re a se d  s u b s ta n t ia l ly  in  th e  s i x t i e s .  During 
1961-6U, th e  average annual wages p a id  in c re a se d  20 p e r  c e n t;  in  1965, 
10 p e r  c e n t;  and in  1966-70, 38 p e r  c e n t .^ 0 B asic  la b o r  c o s ts  are  
co n s id e rab ly  in f l a t e d  by e x te n s iv e  em ployer c o n tr ib u tio n s  t o  w elfa re
8U nited N ations Monthly B u lle t in  o f  S t a t i s t i c s , Ju ly  1971. 
R eg is te red  unemployment in  1970 was 32,000—down c o n s id e ra b ly  from the 
1967 f ig u re  o f 77,000. Employment f ig u re s  in c lu d e  persons engaged in  
a g r i c u l tu r a l  a c t i v i t i e s ,  dom estic s e r v ic e ,  m aritim e a c t i v i t i e s ,  indus­
t r i a l  and d i r e c t  employments. The in d u s t r i a l  la b o r  fo rc e  in c lu d es  
w orkers employed in  c o n s tru c tio n  and p u b lic  w orks, m an u fac tu rin g , 
m ining , q u a rry in g  and e l e c t r i c ,  g a s , w ate r and s a n i ta r y  s e rv ic e s .
9These o u ts id e  o b se rv e rs  a d d i t io n a l ly  n o ted  th a t  Greek workers 
a re  e a s i ly  adap ted  to  v a rio u s  ty p es  o f work and endowed w ith  n a tu r a l  
s k i l l s  and d e x te r i ty .  BLS Report No. 325, p . 32.
102 1 st o f  A p r i l , p . 28 and BLS Report No. 325, p . 85. The s t a ­
t i s t i c s  f o r  t h i s  l a t t e r  p e r io d  g ive a d i s to r te d  p ic tu re  s in c e  b a s ic  
pay was e q u a liz e d  between th e  sex es—women's wages in c re a se d  su b s ta n ­
t i a l l y  f a s t e r  than  m en's wages (**2 p e r  cen t v ersu s  25 p e r  c e n t ) ,  a l ­
though th e  b a s ic  wage r a te  grew more s low ly  a t  around 22 p e r  c e n t.
Real wages w hile  n o t r i s in g  q u ite  as ra p id ly  as money wages a ls o  grew 
s u b s ta n t ia l ly  s in c e  p r ic e  r i s e s  were so  m oderate du rin g  th e  s i x t i e s .  
However, no f ig u re s  a re  a v a i la b le  fo r  r e a l  wages.
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and s o c ia l  in su ran ce  program s, unemployment com pensation, fam ily  
a llo w an ces , revenue ta x e s  on wages and ex te n s iv e  b o n u se s .11 D espite 
t h i s  wages and s a la r i e s  account f o r  le s s  th an  25 p e r  cen t o f  t o t a l  
i n d u s t r i a l  c o s ts  in  G reece.
During th e  s i x t i e s  p ro d u c tiv i ty  in c re a se d  a t  a s low er r a te  
than  wages f o r  u n s k il le d  la b o re rs  and f o r  over 50 p e r  cen t o f  th o se  
employed in  m anufactu ring . P ro d u c tiv ity  grew more ra p id ly  than  wages 
only in  th e  m ajor in d u s t r i e s ,  where e x te n s iv e  investm en ts  in  i n d u s t r i a l  
equipment o c c u r r e d .^  Greek wages and p ro d u c tiv i ty  w i l l  con tinue  to  
l i e  below th o se  o f W estern Europe and th e  U nited S ta te s  u n t i l  g r e a te r
13m echanization  and improved o rg a n iz a tio n  and a d m in is tra tio n  tak e  p la c e .
M a te ria ls  c o s ts ,  which o fte n  run as high as  50 to  60 p e r  cen t 
o f  t o t a l  p ro d u c tio n  c o s ts  faced  by f irm s , dwarf o th e r  ex p en d itu re s  on 
fu e l  and power, c a p i ta l  d e p re c ia t io n , i n t e r e s t  paym ents, la b o r ,  e t c . . 11*
11Labor c o s ts  in c re a se  50 to  60 p e r  cen t when th e se  a re  in c lu ­
ded. Annual wages in c lu d e  a Christm as bonus (one m onth 's s a la ry  o r 25 
d a y 's  p a y ) , and an E a s te r  bonus (1 /2  m onth 's s a la ry  o r  15 d a y 's  p ay ). 
Employees a ls o  have an annual leave a llow ance , maximum o f  13 days. 
V acations w ith  pay a re  re q u ire d  by law. Comprehensive s o c ia l  in su ran ce  
system  c o n tr ib u tio n s  are  a ls o  re q u ire d  (26 t o  27 p e r  cen t o f  p a id  wages 
and s a l a r i e s ) .  Overseas B usiness R ep o rt, 70-46, p . 11.
^BLS Report No. 325, p. 89.
13Comparison o f h o u rly  ea rn in g s  among n a tio n s  i s  d i f f i c u l t  be­
cause o f  v a rio u s  r e s e rv a tio n s  and q u a l i f ic a t io n s  having to  do w ith  
b o n u ses, c o s t - o f - l iv in g  c la u s e s ,  v a c a tio n s , f r in g e  b e n e f i t s ,  s o c ia l  
s e c u r i ty  paym ents, e t c . ,  which e n te r  in to  t o t a l  la b o r  c o s ts .  OECD and 
U nited S ta te s  government so u rces  in d ic a te  an advantage f o r  Greece w ith 
re g a rd  to  la b o r  c o s ts ,  although no f ig u re s  a re  g iven .
ll4T r i a n t i s ,  oj>. c i t . , p . 143. High m a te r ia l 's  c o s ts  a re  q u ite  
common in  l e s s e r  developed a r e a s ,  handicapping  in d u s t r i a l i z a t i o n .  I t  
a r i s e s  in  p a r t  from poor re so u rce  endowments, h igh c o s ts  o f  producing  
o r  t ra n s p o r t in g  raw m a te r ia ls ,  and, from sm all s iz e  o p e ra tio n s  unable 
to  ta k e  advantage o f  economies o f  bulk buying and h an d lin g .
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Power c o s ts  a re  a lig n e d  to  EEC r a t e s ,  although in  th e  e a r ly  s i x t i e s
r a te s  were co n s id e rab ly  h ig h e r .  T ra n sp o rta tio n  c o s ts  a re  low est i f
sea  ro u te s  a re  used . I n te r n a l  t r a n s p o r ta t io n  ro u te s  p re s e n tly  under
15c o n s tru c tio n  w i l l  low er t r a n s p o r ta t io n  c o s ts  s u b s ta n t ia l ly .
The s c a le  o f  o p e ra tio n s  in  in d u s try  widened s in c e  1963. The 
c o n d itio n s  below h e ld  a t  th a t  tim e:
TABLE 5-3 
EMPLOYMENT BY SIZE OF ESTABLISHMENT
Number o f  Workers E stab lishm en ts P er cen t Cumulative 
P er cen t
Under f iv e 107,382 87.8 87.8
Five to  n ine 9,017 7 .4 95.2
Ten to  n in e teen 3,352 2 .7 97 .9
Twenty to  fo r ty -n in e 1,697 1 .4 99 .3
Over f i f t y 884 0 .7 100.0
Source: BLS Report No. 325, p . 25.
By 1967, firm s employing over 50 persons re p re se n te d  more than  3 p e r
cen t o f  m anufacturing  u n i ts  w hile those  employing fewer than  10 persons
were below 85 p e r  c e n t—a s ig n i f i c a n t  change fo r  a fo u r y e a r  p e r io d .^ -6
Between 1967 and 1969, more th an  12 p e r  cen t o f  th e  2,223 firm s e s ta b -
17lis h e d  employed over 20 p e rso n s .
■^50nly in  th e  l a s t  f iv e  years  has much been done to  improve 
dom estic t r a n s p o r ta t io n  ro u te s .  Completion o f th e se  p ro je c ts  i s  ex ­
p ec ted  to  low er i n t e r n a l  t r a n s p o r ta t io n  c o s ts  by as much as 100 p e r  
cen t in  some c a se s . See th e  2 1 s t o f  A p r i l , pp. 120-23.
^6P s i lo s ,  op. c i t . , pp. 10-11.
7I b i d . , pp. 20-21 .
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L arger in d u s t r ie s  must r e ly  e x te n s iv e ly  on heavy im ports o f  
m achinery, p a r t s ,  f u e l ,  a n d /o r  raw m a te r ia ls  and most Greek businessm en 
a re  n o t equipped to  p rov ide  o r  handle  th e  n ecessa ry  investm en ts f o r  
such item s. The predominance o f sm all i n d u s t r i a l  e n te r p r is e s  a ls o  r e ­
s u l t s  from a n a t io n a l  c h a r a c t e r i s t i c  to  seek independent employment,
18p re fe ra b ly  in  w hite  c o l l a r  type  work. S p e c ia l iz a t io n  a n d /o r  v e r t i c a l  
and h o r iz o n ta l  in te g ra t io n  a re  uncommon in  lo c a l  in d u s t r ie s .  Where 
fo re ig n  investm en t c a p i t a l  p redom ina tes, i . e . ,  in  th e  la r g e r  in d u s t r ie s  
such as p e tro leum , chem icals and b a s ic  m e ta ls , s p e c ia l iz a t io n  and 
in te g ra t io n  a re  more common.
HANDICRAFT INDUSTRIES19
C ra f t in d u s t r ie s  a re  very  im portan t in  th e  Greek economy, p ro ­
ducing over 50 p e r  cen t o f  th e  n a t io n a l  demand f o r  f o o d s tu f f s ,  c lo th in g , 
fo o tw ear, household  ap p lian ces  and o th e r  consumer goods. In  a d d itio n  
they  supply  most o f  th e  m achinery and to o ls  n ecessa ry  f o r  accesso ry  
p ro d u c tio n  and f o r  th e  m aintenance and r e p a i r  o f  o ld e r  m achinery.
Twelve p e r  cen t o f  th e  working p o p u la tio n  f in d  employment in  over
20120,000 such e n te r p r i s e s ,  75 p e r  cen t o f  which a re  in  r u r a l  a r e a s .
N early *40 p e r  cen t o f  dom estic income from m anufacturing and 26 p e r  
cen t o f  t o t a l  o u tp u t from m anufacturing  and p ro cess in g  o r ig in a te s  in  
th e se  in d u s t r i e s .
18BLS Report No. 325, p . 13.
19This in d u s try  i s  d is t in g u is h e d  from o th e rs  s in c e  c r a f t  p ro ­
duction  depends on th e  p e rso n a l work o f th e  a r t is a n s  and t h e i r  a s s i s ­
t a n t s .  Tools and m achinery se rv e  in  a p u re ly  a u x i l ia ry  c a p a c ity .
2°These e s ta b lish m e n ts  a re  an im portan t p a r t  o f  th e  v i l la g e  
econom ies. They c o n tr ib u te  8.5 p e r  cen t o f  th e  n a t io n a l  income.
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Although m ajor p r o je c ts  and la rg e  m anufacturing  u n i ts  employing 
mass p rod u ctio n  p r in c ip le s  became an im portan t ad ju n c t to  th e  t o t a l  
i n d u s t r i a l  r e v o lu tio n  in  Greece by th e  m id - s ix t ie s ,  they  were fo re ig n  
to  th e  Greek c raftsm an . Given t im e , th e  h a n d ic ra f t  s e c to r  recogn ized  
th e  tre n d  to  la r g e r  u n i t s  and combined e f f o r t s  t o  expand t h e i r  market 
and to  in tro d u ce  mechanized equipm ent. This he lped  a ssu re  t h e i r  p lace  
as development occu rred  even though t h e i r  lin k ag es  w ith  o th e r  in d u s­
t r i e s  were m inim al. M oreover, as long as wages remain low in  t h i s  
s e c t o r ,  dom estic consumption item s ( t h e i r  m ajor type o f o u tp u t)  could  
be su p p lie d  w ithou t th e  need to  d iv e r t  a lre a d y  sc a rc e  investm ent funds 
from more e s s e n t i a l  p u rp o ses .
Aggregate f in a n c in g  o f h a n d ic ra f ts  ro se  250 p e r  cen t between 
211966 and 1970. As to u rism  and p rom otional e f f o r t s  expand, growing 
demands fo r  Greek h a n d ic ra f ts  o ccu rred . (Table 5-4) E f fo r ts  to  a s s i s t
TABLE 5-4
EXPORTS OF HANDICRAFTS 
(M illio n  drachma)
Item 1966 1969 1970*
Furs 215 426 180
L eather a r t i c l e s ,  e s p e c ia l ly  
footw ear 35 106 90
Pop a r t  item s 23 63 51
Others** 242 409 334
TOTAL 515 1004 655
Source: 2 1 s t o f  A p ril * Jan u ary  through J u ly  **6 th e r  in ­
c lu d es  je w e lry , ce ram ics, to y s ,  s i lv e rw a re ,  weaving p ro d u c ts , 
m eta l and wood c a rv in g , ru g s , need lew ork , e t c .  .
2 ^0ver 20,000 e s ta b lish m e n ts  re c e iv e d  loans w ith  alm ost 40 p e r  
cen t f o r  m echanical equipm ent and b u ild in g s .
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t h i s  expansion by th e  government in c lu d ed  s tu d ie s  to  determ ine th e  po­
t e n t i a l  market and th e  needs o f  s p e c i f ic  b ranches o f c r a f t s ,  a Centre 
fo r  th e  Development o f C ra ft In d u s tr ie s  to  reform  and modernize produc­
t io n  and expand developm ent, a C ra ft In d u s try  Export O rg an iza tio n , and
00programs to  in su re  con tinued  cra ftsm an sh ip  t r a in in g .  *
MINERAL INDUSTRIES
Mining a c t i v i t i e s  have e x is te d  in  Greece s in c e  a n c ie n t days.
The g e o lo g ic a l s t r u c tu r e  i s  such th a t  a n o ta b le  v a r ie ty  o f  d e p o s its  
e x i s t ,  w ith  over tw enty d i f f e r e n t  o res  and m in era ls  found under cond i­
tio n s  fav o rab le  f o r  e x p lo i ta t io n .  Two m ajor weaknesses p rev en tin g  
p rev io u s  development o f some re so u rc e s  were th e  lack  o f  p ro cess in g  
f a c i l i t i e s  lo c a l ly  and th e  low m e ta l l ic  co n ten t o f  many o r e s ,  im plying 
ex cess iv e  t r a n s p o r ta t io n  c o s ts  in  unprocessed  form. Recent sy s te m a tic
e x p lo ra tio n  o f  m in era l w ealth  re v e a le d  d e p o s its  e x te n s iv e  enough t o
23w arren t s u s ta in e d  mining and p ro cess in g  o p e ra tio n s . In  a d d itio n  to  
p ro v id in g  b a s ic  re so u rces  fo r  th e  p ro d u c tio n  o f m eta l and o th e r
2221s t  o f  A p r il , p . 29 and BLS Report No. 325, p . 37.
23Reserves in m illio n  tons are as fo llow s:
CERTAIN PROBABLE
M ineral ' 1W J PSFSHTTage------------------ -------------- PSTCSTTagS------------
in c re a se  1966/1969 in c re a se  1966/1969
B auxite 71.0 80.0% 89.0 1 0 0 . 0 %
Marble P r a c t ic a l ly  u n lim ited
N ic k e l- irc n 8.5 63.5 79.5 169.0
M agnesite 17.5 67 .0 30.0 57.0
L ig n ite 3680.0 753.2 700.0 no change
P e r l i t e 1 0 0 0 .2 6566.7 undeterm ined
B en to n ite 5.0 355.0 1 0 .0 1 2 2 .0
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i n d u s t r i a l  p ro d u c ts  and power g e n e ra tio n , mining a lso  p rov ides d e c is iv e  
su p p o rt to  th e  Greek fo re ig n  exchange b a lan ce .
Less th an  one p e r  cen t o f  th e  la b o r  fo rce  f in d s  employment in  
m ining. This sh a re  i s  l ik e ly  t o  remain th e  same s in c e  e n te rp r is e s  
in c re a s in g ly  emphasize u t i l i z a t i o n  o f m echanical a id s  as cheap power 
becomes a v a i la b le .  Mining and q u arry in g  p rov ide  5 .3  p e r  cen t o f  GDP, 
up alm ost one p ercen tag e  p o in t s in c e  1960. P roducts mined o r  q u a rr ie d  
in c lu d e  b a r y te s ,  b a u x i te ,  n a g n e s i te ,  ch ro m ite , manganese, le a d , i r o n ,  
n ic k e l  and z in c  o r e s ,  gypsum, k a lo in ,  b e n to n i te ,  pumice s tone  and p e r ­
l i t e .  E x tensive  l i g n i t e  d e p o s its  form th e  b a s is  o f  e l e c t r i c  power 
p ro d u c tio n  in  Greece s in c e  no co a l d e p o s its  e x i s t .
P r iv a te  ow nership predom inates in  mining and r e la te d  in d u s t r i e s ;  
m inimal government ownership e x i s t s .  The government encourages th e  ex­
p lo i ta t io n  o f  m in era l re so u rce s  through investm ent in  f ix e d  c a p i t a l  
(17 p e r  cen t d e riv ed  from government s o u rc e s ) ,  su p p o rt f o r  sy s te m a tic  
and in te n s iv e  e x p lo ra t io n , m odernized mining le g i s la t io n  and i t s  p ro v i­
s io n  o f  in f r a s t r u c tu r e  developm ents, te c h n ic a l  t r a in in g  and ta x  and 
c r e d i t  in c e n t iv e s .  Mining o p e ra tio n s  a s s i s t  th e  re g io n a l development 
programs by tu rn in g  s le e p y  r u r a l  communities in  in a c c e s s ib le  reg io n s  
in to  more v igo rous c e n te rs  o f economic l i f e .
M ineral p ro ce ss in g  and p ro d u c tio n  ra p id ly  expanded in  th e  l a s t  
ten  y ea rs  and e x p o rts  o f  m in e ra ls ,  o res  and m e ta l lu rg ic a l  p roducts  
reached  $134.4 m illio n  in  1970, over 20 p e r  cen t o f  t o t a l  e x p o r ts . ^ 4
^ E x p o r ts  o f  m in era ls  ea rn in g s  more than  $1  m illio n  in  fo re ig n  
exchange in  1969 in c lu d e  b a u x i te ,  c la y ,  le a d ,  m ag n esite , b a r i e t ,  m arb le , 
n ic k e l ,  su lp h e r  and z in c . Those y ie ld in g  $550,000 o r  more in c lu d e  
chromium o r e ,  c lay  and iro n  p y r i t e s .
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Exports in c re a se d  a t  a r a te  o f  7 p e r  cen t f o r  th e  p e rio d  1959-64 and 
over 16 p e r  cen t an n u a lly  du ring  th e  fo u r  y ea rs  1965-1969. This i s  
w e ll above th e  w orld  average o f  le s s  than  12 p e r  cen t annual growth.
DOMESTIC AND FOREIGN INVESTMENT
P r iv a te  dom estic sav in g s  a t  th e  end o f  1970 reached  $3 b i l l i o n ,
25up from $1.69 b i l l i o n  a t  th e  end o f  1967. This p rov ided  m ajor a s s i s ­
tan ce  in  funding development p ro je c ts  in  an economy where c a p i ta l  needs 
predom inate . Foreign c a p i t a l  in flow s a ls o  a s s i s te d  in  e a s in g  th e  
p re ssu re  f o r  development c a p i t a l .  I n d u s t r i a l  investm en ts in c re a se d  
450 p e r  c en t between 1958 and 1967, lead in g  to  a ra p id  expansion o f 
i n d u s t r i a l  o u tp u t. The r e l a t iv e  s t a b i l i t y  which fo llow ed  th e  1967 coup 
p lu s  th e  con tinued  s t a b i l i t y  o f  p r ic e s  and cu rrency  va lu es  a ls o  f a c i l ­
i t a t e d  a c lim a te  o f s e c u r i ty  b e n e f ic ia l  t o  investm en t u n d ertak in g .
An agg reg a te  investm en t r a te  o f 15 p e r  c en t o f  GNP p re v a ile d  in  
1948-52, r i s in g  to  20.2 p e r  c en t in  1961-64 and averag ing  over 25 p e r 
cen t in  th e  1965-69 p e r io d  ( a l l  measured a t  1958 p r ic e s ) .  At th e  same 
tim e p r iv a te  f ix e d  investm ent in c re a se d  from 7 .3  p e r  cen t in  1948-52 to  
15.5 p e r  cen t in  1965, and to  18.8 p e r  c en t in  1969. T his in c re a se  in
dom estic investm ent and growth o f  c a p i t a l  c o n tr ib u te d  s u b s ta n t ia l ly  t o
26economic expansion .
The heavy investm en ts  in  housing  and tra d e  in  th e  l a s t  te n  
y e a rs—a re a s  o f  very  modest c o n tr ib u tio n  a t  b e s t  t o  advancing produc­
t i v i t y  and s t r u c t u r a l  improvements—may in d ic a te  th e  need fo r  a 
s t r u c t u r a l  r e v is io n  in  Greek in v estm en t p a t te rn s  in  th e  f u tu re .
26This phenomenal growth i s  la rg e ly  in  response t o  governm ental 
e f f o r t s  to  expand sav in g s  by h ig h e r  and d i f f e r e n t i a t e d  i n t e r e s t  r a t e s ,  
ease o f w ithdraw al and d e p o s i t ,  e t c .  .
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Domestic investm en t f ig u re s  (T able 5 -5) show f ix e d  a s s e t  
form ation more th an  doubling  in  m anufacturing  and in c re a s in g  alm ost 
400 p e r cen t in  m ining between 1960 and 1970. T o ta l g ross  investm ent 
in  1970 a t  c o n s ta n t 1958 p r ic e s  was $1870 m il l io n ,  an in c re a se  o f 12 
p e r  cen t over 1969.27 While g ro ss  dom estic f ix e d  a s s e t  form ation  in  
m anufacturing  grew more ra p id ly  over th e  decade th an  t o t a l  investm ent 
o r  investm ent in  a l l  o th e r  c a te g o r ie s  ex clu d in g  m ining, i t  s t i l l  
amounted to  on ly  10.4 p e r  cen t o f  t o t a l  investm en t in  f ix e d  a s s e ts  in  
1970. ( I t  averaged s l i g h t l y  h ig h e r  than  t h i s  over th e  1965-70 p e r io d .)  
During th e  s i x t i e s  investm ent in  housing was q u ite  h ig h , b u t by 1970 
th e  s tr u c tu r e  o f  investm ent s h i f te d  more tow ard in d u s try  and b a s ic  
in f r a s t r u c tu r e —a move th e  government and some b u s in e ss  le a d e rs  hope 
w i l l  co n tin u e .
Government’s r o le  i s  b a s ic a l ly  l im ite d  to  p ro v id in g  in c e n tiv e s  
to  promote high technology in d u s t r ie s ,  in d u s t r ie s  producing  b a s ic  
in te rm ed ia te  i n d u s t r i a l  p ro d u c ts , and in d u s t r ie s  producing  c a p i t a l  
goods. L e g is la tio n  p ro v id es  ta x  r e l i e f  on investm ent p ro je c ts  where 
the  i n i t i a l  o u tla y  i s  in  excess o f $2 m ill io n  and on p la n t expansions 
exceeding $667,000. (Laws 2787/1953 and 4171/1967) D eprec ia tion  
allow ances allow  l i b e r a l  w r i te -o f f s  f o r  heavy c a p i t a l  investm en ts as 
w e ll as ex ten s iv e  ho ldovers fo r  m anufacturing  and mining o p e ra t io n s .  
(Law 147/1967) In a d d it io n  th e  d i s t r ib u t io n  o f  p u b lic  investm ent h e lp s  
determ ine which b a s ic  in f r a s t r u c tu r e  p ro je c ts  a re  funded. Government 
p lann ing  e f f o r t s  determ ine p r i o r i t i e s  among th e  p ro je c ts  to  be funded,
27U nited S ta te s  Department o f  Commerce, Bureau o f  I n te rn a t io n a l  
Commerce, Foreign Economic T rends, ET-136 (O ctober 30, 1971), p . 8 .
TABLE 5-5
GROSS DOMESTIC FIXED ASSET FORMATION 
(M illio n  drachma, 1958 p r ic e s )
YEAR MANUFACTURING MINING AND QUARRYING OTHER TOTAL MANUFACTURING 
(p e r  cen t)
1960 1759 102 17313 19174 9.2
1961 2174 135 18321 20630 10.5
1965 4241 357 28315 32931 12.9
1966 4150 410 32629 36589 11.3
1967 3691 462 31939 36092 1 0 .2
1968 4459 465 38120 43044 10.4
1969 5073 479 45692 51244 9.9
1970 5808 500* 49792* 56100 10.4
In c re a s e , 
1960-1970 230% 390% 188% 193%
Source: The New York Times, January  11, 1971 and Greek S t a t i s t i c a l  Yearbook, 1971. *P relim inary .
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reco g n iz in g  th a t  i t s  investm ent ex p en d itu res  a s s i s t  bo th  m odern ization  
o f  th e  g e n e ra l economy and d isp e rs io n  and development o f  in d u s try .
Government funds a ls o  p rov ide  f o r  in d u s t r i a l  e s t a t e s . 2 ® Fur­
th e r  in f lu e n c e s  over the  s t r u c tu r e  o f  i n d u s t r i a l  development come from 
lic e n s in g  r e g u la tio n s  and loan  and ta x  s u b s id ie s  which s tim u la te  manu­
fa c tu re s  o f high u n it  value ex p o rt p ro d u c ts  and o th e r  d e s ire d  item s. 
Sm all e n te r p r is e s  a re  prodded to  m erge, secu re  a d d i t io n a l  c a p i t a l ,  and 
b u ild  modern p la n ts  through government in c e n tiv e  program s. In tim e 
many uses o f  d i r e c t  and in d i r e c t  subsidy  must end because EEC re g u la ­
t io n s  p ro h ib i t  t h e i r  u se .
The i n t e r e s t  r a t e  i s  an im portan t to o l  in  d i r e c t in g  investm ent 
tow ard more d e s ira b le  v e n tu re s , p a r t i c u la r ly  where long-term  in v e s t ­
ments a re  in v o lv ed . Greek monetary o f f i c i a l s  determ ine d i f f e r e n t i a l  
r a te s  to  promote development o b je c t iv e s ,  although fo r  a n a tio n  a c t iv e ly  
engaged in  expansion , i n t e r e s t  r a te s  remain r e l a t iv e ly  h ig h . The 
in t e r e s t  r a te  s t r u c tu r e  in  December 1970 was as fo llo w s : 29
Loans and Advances t o : Y early  I n te r e s t  Rate Y early  Commission
In d u s try : B i l l s  d isco u n ted  8.0 1.0
C red it f o r  working c a p i t a l  8.0 1.0
Long-term loans 7 .5  1.0
H an d ic ra fts  7 to  8 1.0
Export and Tobacco Trade 6 .0  0 .5
Domestic and Im port Trade 1 0 .0  1 .0
2®These e s ta te s  a re  r e g io n a lly  d isp e rse d  and have f u l l  i n f r a ­
s t r u c tu r e  f a c i l i t i e s  such as t r a n s p o r ta t io n ,  com m unication, w ater 
s u p p lie s ,  e l e c t r i c i t y  and w aste d isp o s a l a v a i la b le .
2 9 G reece: Investm ent Guide (A thens: H e lle n ic  I n d u s t r ia l  DeveL
opment Bank, 1969), p . 72. th e se  r a te s  a re  s e t  by Law m 71/1967 and 
Law 2687/1953.
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S p ec ia l l e g i s l a t i o n ,  Law 147/1967, a llow s up to  fo u r  p ercen tag e  
p o in ts  o f  th e  i n t e r e s t  payment on loans f o r  i n d u s t r i a l  development to  
be su b s id iz e d  by th e  governm ent, p rov ided  th e  rem aining i n t e r e s t  r a te  
i s  above th re e  p e r  c e n t.
S te a d ily  growing bank d e p o s its  c o n tr ib u te  d e c is iv e ly  t o  th e
30a b i l i t y  o f  Greek banks to  widen bank f in a n c in g . C re d it f o r  p e rso n a l 
and consumer loans remain h ig h ly  l im ite d ;  however, dom estic and fo r ­
e ign  firm s can borrow f r e e ly  from commercial banks under r e g u la tio n s  
is su e d  by th e  Currency Committee. E n te rp r is e s  a ls o  can o b ta in  funds 
from the  H e lle n ic  I n d u s t r ia l  Development Bank (ETBA) o r  from two p r i ­
v a te  development banks o p e ra tin g  in  G reece. The m ajor fu n c tio n s  o f
such banks a re  to  ex tend  long-term  loans to  i n d u s t r i a l ,  m ining, to u rism ,
31sh ip p in g  and ex p o rt e n te r p r i s e s ;  t o  en la rg e  te c h n ic a l  and m anagerial 
a s s is ta n c e ;  to  a t t r a c t  and promote j o in t  G reek -fo re ig n  v e n tu re s ; to  
e s ta b l is h  and develop new e n te r p r i s e s ;  and , to  encourage new is s u e s  o f 
s to ck s  and bonds by u n d erw ritin g  them. ETBA, as a p u b lic  o p e ra tio n , 
a lso  se rv es  as a c e n tr a l  investm en t agency to  a c c e le ra te  and to  im ple­
ment th e  governm ent’ s economic and in d u s t r i a l  expansion program.
Although n a t io n a l  sav ings expanded c o n s id e ra b ly , th ey  were un­
ab le  by th em se lf  to  g en era te  enough c a p i t a l  t o  f u l ly  fin an ce  in d u s t r i a l
^ T r a d i t io n a l ly  l i t t l e  r e l ia n c e  i s  p laced  on r a is in g  c a p i ta l  
funds through s tock  o r  bond i s s u e s .  The fu n c tio n  o f  such is s u e s  in  th e  
fu tu re  i s  d iscu ssed  by George C. M a n ia tis , " R e l i a b i l i ty  o f the  E q u itie s  
Market to  F inance I n d u s t r ia l  Development in  G reece ,"  Economic Develop­
ment and C u ltu ra l  Change, 19, No. 4 ( J u ly  1971), pp. 598-620.
3lMost m anufactu ring , sh ip p in g , mining and to u rism  c r e d i t s  come 
from th e se  banks where both  long - and medium-term loans f o r  th e  modern­
i z a t io n ,  e s ta b lish m en t and expansion o f f a c i l i t i e s ,  o r  sh o r t- te rm  loans 
fo r  working c a p i t a l ,  a re  a v a i la b le .
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e f f o r t s .  Large s c a le  in flow s o f fo re ig n  ven tu re  and o th e r  ty p es  o f
c a p i t a l  h e lp ed  immensely to  m odernize Greek in d u s t r ie s  by fo rc in g  th e
in tro d u c tio n  o f  more advanced tech n iq u es  and o rg a n iz a tio n . In  1969,
c a p i t a l  in flow s t o t a l l e d  o v er $229 m illio n  w hile  during  th e  fo u r  y ea rs
1967-70, n e a r ly  $1.5 b i l l i o n  o f  fo re ig n  c a p i t a l  investm en t re ce iv ed
lic e n s in g  a p p r o v a l .^  (The im plem entation r a te  o f  l ic e n se d  investm ent
approvals  runs about 50 p e r  c e n t . )  E x tensive  l e g i s l a t i v e  p r iv i le g e s
and p ro te c t io n  and f re e  access  to  Community m arkets promoted in d u s t r i a l
33investm en ts by firm s both o u ts id e  and w ith in  th e  EEC. Enough fo re ig n  
investm en t l ic e n s e s  a re  c u r re n tly  sought and g ran ted  to  in su re  th e  
s tea d y  growth and p a r t ic ip a t io n  o f  t h i s  group in  Greek in d u s try .
Greece 1971: R ising  I n d u s t r ia l  Country ( A thens: ETBA Pub­
l i c  R e la tio n s  D epartm ent, unnumbered), th e  b a s ic f o r e i g n  investm ent 
re g u la t io n s  appear in  Law 2687/1953 which p ro v id es  th a t  ’’d e p o s i ts ,  
c a p i t a l ,  p r o f i t s  on c a p i t a l  im ported  under th e  law a re  t o  be refunded  
e i t h e r  in  th e  cu rrency  o f  th e  o r ig in a l  investm ent o r  d e p o s it o r  in  any 
o th e r  cu rrency  in to  which th ey  could  be co n v erted . The laws p ro v is io n s  
a re  a p p lic a b le  to  investm ent co n sid e red  im portan t f o r  th e  development 
o f  th e  Greek economy, i . e . ,  p r im a r ily  investm en ts in  in d u s t r y ,  mining 
and to u r is m .” Encouragement o f  fo re ig n  companies to  use Greece as a 
base f o r  company o p e ra tio n s  occurs in  s p e c ia l  l e g i s l a t io n  (Laws 89/
1967 and 278/1968). This l e g i s l a t io n  p ro v id es  f u l l  ta x  exem ption in  
a d d itio n  to  o th e r  b e n e f i t s  t o  th e  o f f ic e s  o f  fo re ig n  e n te r p r is e s  which 
e s ta b l is h  branch o f f ic e s  in  Greece b u t which do n o t do b u s in e ss  th e r e .
^ S e c u r i ty  fo r  fo re ig n  investm en t i s  a m a tte r  o f in te n se  p r id e  
f o r  th e  governm ent. A Commercial Counselor to  th e  Greek enibassey says 
( in  th e  Bank o f  Greece Monthly Economic N e w s le tte r , A p ril 1971, p . 4 ) :  
"G uaranty o f  fo re ig n  investm ent a g a in s t any Wind o f  e x p ro p ria t io n  o r 
government in te rv e n tio n .  Guaranty a g a in s t  changes by th e  a d m in is tra ­
t io n  o f n e g o tia te d  and agreed  term s of in v estm en t. I rre v o c a b le  r ig h t  
f o r  th e  r e p a t r i a t io n  o f fo re ig n  c a p i t a l ,  th e  re m itta n c e  o f  p r o f i t s  and 
i n t e r e s t .  Adoption o f  s p e c ia l  ta x  p r iv i le g e s  in  fa v o r  o f  c e r ta in  
e n te rp r is e s  d e a lin g  p a r t i c u la r ly  w ith  e x p o r ts .  The r ig h t  o f fo re ig n  
e n te rp r is e s  t o  employ fo re ig n  p e rso n n e l in  ex ecu tiv e  and te c h n ic a l  
p o s i t io n s .  E n te rp r is e s  e s ta b l is h e d  in  Greece w ith fo re ig n  c a p i t a l ,  
a re  e q u a lly  t r e a te d  to  s im i la r  e n te r p r is e s  a lre a d y  in  o p e ra tio n  in  th e  
c o u n try .’’
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Many investm ent o p p o r tu n it ie s  e x i s t  in  to u rism  f a c i l i t i e s ,
assem bly and p ro cess in g  p la n ts  which tak e  advantage o f  r e l a t iv e ly  cheap
la b o r  c o s ts  and p ro x im ity  to  m ark e ts , s h ip b u ild in g , e x p lo i ta t io n  o f
m inera l w ealth  and a whole range o f im port s u b s t i tu t io n  in d u s t r ie s
in v o lv in g  consumer, in te rm e d ia te  and c a p i ta l  goods. F e a s ib i l i ty
34s tu d ie s  suggest more s p e c i f i c  investm ent o p p o r tu n it ie s .
EXPORTS AND IMPORTS OF INDUSTRIAL PRODUCTS
E f fo r ts  to  expand th e  i n d u s t r i a l  ou tp u t o f  Greece and th e reb y
a c c e le ra te  th e  r a te  o f  economic ex p an sio n , improve th e  balance o f
payments and expand employment, must c o n c en tra te  on th e  more dynamic
35branches o f in d u s try  and must con tinue to  add to  fo re ig n  s a le s . ' 3 
Im port s u b s t i tu t io n ,  although im portan t t o  th e  o v e ra l l  e f f o r t , i s  un­
ab le  by i t s e l f  t o  g en e ra te  th e  a d d it io n a l  fo re ig n  exchange needed to  
c lo se  p e r s i s te n t  d e f i c i t s  in  th e  balance of paym ents. This makes th e  
expansion o f in d u s try  f o r  e x p o rt p a r t ic u la r ly  im p o rta n t. Also in  some
3**ETBA s tu d ie s  on Greece Investm ent O p p o r tu n itie s , Volumes 1-3 
(A thens: H e lle n ic  I n d u s t r ia l  Development bank, 1970) su g g est th a t
p la n ts  m anufacturing  p o ly e th y le n e , p o ly s ty re n e , PVC, a c r y lo n i t r i t e  
and chem ical p la n ts  p ro v id in g  s u lp h e r ,  copper s l a t s  and o th e r  raw 
m a te r ia ls  o r  o rg a n ic  a g r i c u l tu r a l  m a te r ia ls  would be s u c c e s s fu l .  In 
a d d itio n  th e  c lo th in g  in d u s try  could  expand i t s  k n itw ear and le a th e r  
tan n in g  f a c i l i t i e s ,  acco rd ing  t o  th ese  r e p o r ts .
35The in h e re n t assum ption i s  th a t  fo re ig n  m arkets a re  n ecessa ry  
to  supplem ent dom estic m arkets. S. B. L inder in  Trade and Trade P o licy  
fo r  Development (New York: P raeg er S e r ie s  on I n te rn a t io n a l  Economics
and Development, 1967), p . 5 , in d ic a te s  "That ex p o rts  can a c t  as a 
's u p e r  en g in e ' f o r  grow th, e x e r t in g  a leverage  e f f e c t  on th e  economy 
many tim es g r e a te r  than  t h e i r  d i r e c t  c o n tr ib u tio n  to  GNP." S tatem ents 
th a t  th e  p r ic e  e l a s t i c i t y  o f  demand in  developed a reas  f o r  ex p o rts  
from developing  a re a s  may be r e l a t iv e ly  lew need n o t apply  to  Greece 
s in c e  i t  i s  n o t s u b je c t  to  as many n o n - ta r i f f  and t a r i f f  b a r r ie r s  as 
most developing  a re a s .
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cases ex p o rts  a re  n ecessa ry  i f  optimum s iz e  m anufacturing  u n its  are  
to  develop . 36
In th e  e a r ly  1960’s ,  ex p o rts  o f  m anufactures ran  about 1 .5  p e r  
cen t o f  t o t a l  i n d u s t r i a l  o u tp u t, w ith only th re e  m anufacturing  branches
• 07ex p o rtin g  o v er fo u r p e r  cen t o f  t h e i r  o u tp u t. P rocessed  f u r s ,  chem­
ic a l s  and t e x t i l e s  (m ainly  y am s and th re a d )  were th e  b ig g e s t ex p o rt 
item s. S a les  in  fo re ig n  m arkets were n o t encouraged, and few , i f  any 
ex p o rt m arkets e x is te d  where i n d u s t r i a l  p roducts  c o n s is te n t ly  were so ld  
in  la rg e  volum e.3®
P ost-w ar economic expansions o f  e x p o rts  h e a v ily  u t i l i z e d  
a v a ila b le  raw m a te r ia ls .  Domestic in d u s t r ie s  e x p lo ite d  n a tu r a l  r e ­
so u rc e s , such as aluminum, o r  a v a i la b le  raw m a te r ia ls ,  such as c o tto n ,
39as a base f o r  i n i t i a l  developm ent. During th i s  tim e th e  most dynamic 
m ajor m anufactured e x p o rt commodities were f ix e d  v eg e tab le  o i l s  (SITC 
421) and aluminum (SITC 68*4), although a wide v a r ie ty  o f  o th e r  goods
36The b e n e f i ts  o f  la rg e - s c a le  o p e ra tio n s  p re se n t an a t t r a c t iv e
case fo r  economic co o p era tio n  among LDC’s sm a lle r  n a t io n s .  Since the  
economies o f  s c a le  a re  n o t u n lim ite d , i t  i s  im portan t to  decide th e  
number o f p la n ts  and t h e i r  s c a le  o f  o p e ra tio n  in  a g iven in d u s try  
n ecessa ry  to  secu re  maximum econom ies; f o r  exam ple, cement which i s  
used in  la rg e  amounts in  power i n s t a l l a t i o n s ,  h o u s in g , c o n s tru c tio n , 
flo o d  c o n tr o l ,  i r r i g a t io n  and p o r t  f a c i l i t i e s  in  Greece i s  s u b je c t  t o  
la rg e  economies o f s c a le  accord ing  to  the  U nited N ations ( in  Formula­
t in g  I n d u s t r i a l  Development, Bangkok, 1961, p . *+6 ) .  Costs o f  produc- 
t io n  p e r  ton  decreased  alm ost 40 p e r cen t when ou tpu t in c re a se d  from 
50,000 to n s  to  900,000 to n s .  Where e x p o rts  a re  in v o lv ed , however, one 
must n o t over-expand i f  h igh t r a n s p o r ta t io n  c o s ts  a re  in v o lv ed .
3^George K outsom aris, The Morphology o f Greek In d u s try  (A thens:
Economic Research C en te r , 1965), pp. 9^-94 .
38T r i a n t i s ,  op. c i t . , p . 141.
^"Econom ic Development in  Southern  E urope," U nited N ations 
Economic B u lle t in  f o r  E urope, No. 2 (1 9 6 9 ), p . 52.
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a ls o  were ex p o rted  in  sm all amounts. The sphere o f m an u fac tu rin g , as 
w e ll as m anufactured e x p o r ts ,  was very sm a ll.
The most im pressive  ev idence o f p ro g re ss  in  i n d u s t r i a l  expan­
s io n  i s  th e  growing r o le  p layed  by in d u s t r i a l  e x p o r ts .  These now 
account fo r  alm ost *+0 p e r  cen t o f  t o t a l  e x p o rts  compared w ith  only 10 
p e r  cen t f iv e  y ea rs  ago. (Table 5-6) M odernization and in c re a se d
TABLE 5-6







Source: 2 1 s t o f  A p r i l , p . 27.
p ro d u c tiv i ty  a s s i s te d  t h i s  s t r u c tu r a l  change in  sp in n in g  and w eaving, 
cem ent, wine and o th e r  b e v e ra g e s , and f r u i t ,  v eg e tab le  and ju ic e  
p ro cess in g  in d u s t r i e s .  The in tro d u c tio n  o f new la rg e  p la n ts  in  th e  
m e ta l lu rg ic a l  and chem ical in d u s try ,  producing  aluminum, f re e  n ic k e l ,  
dead b u rn t m agnesite , an ti-k n o ck  compounds, e t c . ,  p rov ided  s ig n i f ic a n t  
a s s i s t s .  Exports in  excess o f $100 m illio n  came from th e se  l a t t e r  
in d u s t r ie s  in  each o f th e  l a s t  two y e a rs . The expansions o f i n d u s t r i a l  
e f f o r t  con tinued  a f t e r  th e  1967 coup, i n i t i a l l y  by m ain ta in in g  i t s  
newer m arkets and u l t im a te ly  by opening up new ones. Today a d d i t io n a l  
a b i l i t y  e x i s t s  and g r e a te r  in c e n tiv e s  a re  p rov ided  to  in f lu e n c e  e x p o rts  
(and im ports) o f  m anufactures in  Greece.
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T ables 5-7 and 5-8 give in fo rm atio n  on th e  balance o f tra d e  
and ex p o rt-im p o rt r a t io s  in  s e le c te d  m anufactu res. Table 5-9 p re ­
s e n ts  th e  d i s t r ib u t io n  o f  m anufactured e x p o rts  by commodity groups.
Since 1965 a s u b s ta n t ia l  amount o f  ex p o rt s p e c ia l iz a t io n  
developed in  t e x t i l e s ,  m e ta l lu rg ic a l ,  t r a n s p o r ta t io n  equipm ent and 
le a th e r  goods in d u s t r i e s .  In a number o f  t r a d i t i o n a l  consumer and 
in te rm e d ia te  goods in d u s t r i e s ,  Greece i s  s e l f - s u f f i c i e n t  and seek ing  
new o r  a d d i t io n a l  ex p o rt o u t l e t s .  Food and beverage p ro d u c ts , 
p ro cessed  to b ac co s , t e x t i l e s ,  some c lo th in g  and fo o tw ear, wood and 
f u r n i tu r e ,  l e a th e r  and n o n -m e ta llic  m in era ls  f a l l  in  t h i s  c a te g o ry . 1*0 
M anufacturing , mining and h a n d ic ra f t  concerns ex p o rtin g  a s ig n i f i c a n t  
p o r tio n  o f t h e i r  ou tp u t re c e iv e  s p e c ia l  b e n e f i ts  under development 
g u i d e l i n e s . T h e  in c rea sed  needs o f lo c a l  p ro cess in g  and m anufacturing  
concerns i s  fo rc in g  d e c lin e s  in  th e  ex p o rt o f  raw m a te r ia ls  and sem i­
f in is h e d  item s.
Im ports con tinue to  p rov ide  over o n e - th ird  o f  dom estic manu­
fa c tu r in g  n eed s , the  sh a re  being  co n sid e rab ly  h ig h e r  in  t r a n s p o r ta t io n  
equipm ent, base m e ta ls , machinery and chem ical p ro d u c ts . The in c re a se d  
a v a i l a b i l i t y  o f investm ent funds a ls o  r a i s e s  dom estic demand f o r  many 
in te rm e d ia te  p roducts  and c a p i t a l  goods. Although some im port s u b s t i ­
tu t io n  tak es  p la c e ,  i t  has n o t y e t made a s u b s ta n t ia l  dent in  the  mar­
k e t f o r  such goods.
^ F o re ig n  T rade, 134, No. 5 (O ctober 10 , 1970), p . 22. Many o f 
th e se  p roducts  ( in c lu d in g  t e x t i l e s ,  e l e c t r i c a l  ap p lia n ce s  and wood 
p ro d u c ts )  reco rded  an a b so lu te  decrease  in  im ports in  re c e n t y e a rs .
^ T h e y  pay reduced ta x e s ,  s o c ia l  in su ran ce  premiums and i n t e r ­
e s t  r a te s  accord ing  to  the percen tage  o f s a le s  which a re  ex p o rted .
TABLE 5-7
TRADE BALANCE BY MAJOR MANUFACTURING COMMODITY GROUPS
(m illio n  d o l la r s )
1953-1957 1958-1962 1963-1967 1968 1969
TOTAL MANUFACTURES: -190 -402 -615 -771 -813
T e x ti le s -  21 -  24 -  32 -  34 -  30
C lo th in g , foo tw ear, le a th e r -  1 — 4 8 10
Wood and wood m anufactures -  13 -  16 -  44 -  5 -  4
P u lp , paper and p r in te d  m a tte r -  10 -  15 -  11 -  15 -  14
Rubber m anufactures -  5 -  8 -  11 -  15 -  14
Chemicals -  24 -  48 -  93 -  93 -1 1 2
N on-m etallic  m inera l m anufactures -  1 -  5 -  9 -  11 -  10
Base m etals -  24 -  45 -  55 -  70 -  43
T ransport equipment -  33 -129 -133 -292 -328
Machinery ( in c lu d in g  e l e c t r i c a l ) -  58 -1 1 2 -231 -293 -328
U nspecified  item s -  4 -  5 -  8 -  37 -  36
S ource: Computed from OECD S t a t i s t i c s  on Foreign Trade t S e r ie s  B.
TABLE 5-8
EXPORT-IMPOKT RATIOS FOR MAJOR MANUFACTURES 
(v a lu es  in  p a re n th e s is  a re  im p o rt-ex p o rt r a t io s )
1953-1957 1958-1962 1963-1967 1968 1969
TOTAL MANUFACTURES: 7 5 8 11 17
T e x ti le s 9 13 25 31 43
C lo th in g , foo tw ear, le a th e r 15 88 (56) (60) ( 6 6 )
Wood and wood m anufactures 1 2 6 7 14
P u lp , paper and p r in te d  m a tte r 4 5 6 6 .5 10
Rubber m anufactures . . . 1 4 3 7
Chemicals 19 13 8 25 22
N on-m etallic  m inera l m anufactures 81 17 19 25 41
Base m etals 5 3 19 39 68
T ransport equipment _ _ 0 .2 0 . 1+ 0.5
Machinery ( in c lu d in g  e l e c t r i c a l ) — --- — 0 .8 1.5
U nspecified 1 2 3 14 18
S ource: Computed from OECD S t a t i s t i c s  on Foreign Trade t S e r ie s  B.
TABLE 5-9
DISTRIBUTION OF MANUFACTURED EXPORTS BY MAIN COMMODITY GROUPS 
(ex p ressed  in  percen tage term s)
1959 1965 1967 1968 1969
A. Processed  Foods 43 37 30 28 19
B. Resource Based 15 17 35 32 29
C. Chemical and S y n th e tic  F ibers 24 10 10 16 13
D. M anufactured Goods 6 15 13 12 13
E. C a p ita l Goods 9 19 9 7 24
F. Petroleum  Products and M iscellaneous 3 2 3 5 2
TOTAL VALUE (m illio n  d o l la r s ) $25 $69 $158 $189 $247
Category A: SITC 4 + 053 + 055 + 112.
B: SITC 211 + 283 + 6 8 .
C: SITC 5 + 266.
D: SITC 65 + 841 + 821 + 831 + 851.
E: SITC 67 + 7 + 69 + 812 + 86 + 891 + 897.




Local in d u s t r ie s  s t i l l  en joy  s u b s ta n t ia l  p ro te c t io n  (Table 
5-10) and c o u n te rv a ilin g  d u tie s  on im ports can be in tro d u ced  i f
n o
n ecessa ry  to  c o u n te ra c t su b s id ie s  given to  fo re ig n  made p ro d u c ts . 
Government procurem ent p o l ic ie s  g ive  p re fe ren ce  to  d o m estica lly  
produced goods and "buy Greek" campaigns promote l im ite d  im ports o f  
consumer m an u fac tu re s .1*^
Greek in d u s t r ie s  most l ik e ly  to  p ro sp e r  under f r e e r  in te rn a ­
t i o n a l  com petition  a re  th o se  which p ro cess  dom estic m a te r ia ls  
( e s p e c ia l ly  i f  s ig n i f ic a n t  sav in g s  in  t r a n s p o r ta t io n  c o s ts  fo llow  
p ro c e s s in g ) ;  th o se  in d u s t r ie s  based  on dom estic raw m a te r ia ls  so u rc e s , 
such as aluminum p ro d u c ts ; th o se  where t r a n s p o r ta t io n  c o s ts  to  fo re ig n  
m arkets a re  sm a ll; and th o se  which have high la b o r  and low m a te r ia ls  
req u irem en ts . Such in d u s t r ie s  in c lu d e  food p ro c e s s in g , p re se rv in g  and 
cann ing , c o t to n , t e x t i l e s ,  chem icals based  on r e s in s  and o l iv e s ,  and 
s h ip b u ild in g . In  a d d i t io n ,  a p p lic a t io n  o f  th e  CXT w i l l  b e n e f i t  wood, 
p a p e r , b a s ic  m e ta ls , e l e c t r i c  and t r a n s p o r ta t io n  equipm ent in d u s t r ie s  
and o th e rs  which r e ly  h e a v ily  on raw m a te r ia ls  im ports c u r re n tly  sub­
j e c t  t o  high dom estic im port d u tie s  (from  which th ey  re c e iv e  l i t t l e ,  
i f  an y , r e l i e f ) .  This means th a t  th e se  in d u s t r ie s  w i l l  face lcw er 
m a te r ia ls  c o s ts  in  th e  f u tu r e ,  a llow ing  an improvement in  t h e i r  
co m p etitiv e  p o s it io n s .
Success in  expanding m anufactures ex p o rts  p r im a r ily  re p re s e n ts  
th e  su ccess  o f  v igorous dom estic measures and p r e f e r e n t i a l  access  to
**^ Law 22/1969 a s su re s  Greek in d u s t r i a l  p ro d u c ts  o f  eq u a l compe­
t i t i v e  c o n d itio n s  w ith fo re ig n  p roducts  in  th e  dom estic m arketp lace .
^ " E s ta b l i s h in g  A B usiness in  G reece," Overseas B usiness 
R ep o rts , 7 -46. Also see The New York Times, Jan u ary  15, 1971.
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TABLE 5-10
COMPARATIVE TARIFF RATES, SELECTED PRODUCTS 
(p e rcen tag e  as o f  January  1 , 1969)
COMMODITY GREEK TARIFF CXT
Cotton c lo th 35-45 15-19
Woolen c lo th 40 16-20
S y n th e tic  c lo th 60-70 19-21
Worked cowhide 40 9-10
Worked g o a th id e 40 7-10
Paper fo r  newspapers and pap er 36-38 14-15
Brown paper 25 19
Iro n  b a rs 21 10
Iro n  tu b es  and p ip es 32 14
S te e l  and iro n  p la te s 25 10
E le c t r i c  r e f r ig e r a to r s 56 13
E le c t r ic  s to v es 52-61 19
E le c t r ic  lamps 125-176 15
A n ilin e  p a in ts 38 17-20
Beer 315 30
Cement 27 8
Source: The I n te r n a t io n a l  Customs J o u rn a l , Number 20 ( 8th  E d i t io n ) ,
G reece.
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a m ajor m arket. S u ccessfu l prom otion re q u ire s  sound judgments (which 
sometimes a re  e a s i e r  to  come by fo r  sm a lle r  c o u n tr ie s  aware th a t  t h e i r  
a b i l i t i e s  a re  l im ite d )  and v igorous and im ag in a tiv e  government a c t io n . 
" I t  re q u ire s  m arket r e se a rc h , s tro n g  fo re ig n  commercial r e p re s e n ta t io n ,  
q u a l i ty  c o n tr o l ,  some degree o f in t e r n a l  c o m p e titio n , p ro v is io n  o f
| i  i i
export c r e d i t  and in su rance  and tem porary su b s id ie s  to  new e x p o r ts ."  
Greece a c t iv e ly  seeks to  f u l f i l  a l l  th e se  req u irem en ts . I t s  p o lic y  
e f f o r t s  a re  aimed at moving th e  economy tow ards them as ra p id ly  as 
p o s s ib le .
INDUSTRIAL DEVELOPMENT: GREECE AND THE EEC
As s ta te d  b e fo re ,  th e  Athens T rea ty  i s  a fo re ig n  tra d e  ag ree ­
m ent, e s ta b l is h in g  among o th e r  th in g s  p r e f e r e n t i a l  access  fo r  Greek 
p roducts in  Community m arkets. For i t  t o  be s u c c e s s fu l ,  Greece must 
b u i ld  up i t s  e x p o rts  to  th e  S ix  to  in su re  a fav o rab le  o r c lo s e r  to  
fav o rab le  ba lance  between them. In 1961, im ports in to  Greece from th e  
Community were valued  a t  more than  th re e  tim es t h a t  o f  Greek merchan­
d ise  re c e iv ed  in  th e  S ix . Adding in v is ib le s  lowered th e  r a t i o  to  
2 s i . 45 During th e  l a s t  decade, EEC im ports o f Greek p roducts in c re a se d  
s u b s ta n t ia l ly .  In  th e  e a r ly  s i x t i e s  a g r i c u l tu r a l  p ro d u c ts  r e g is te r e d  
most o f  th e  in c re a se  b u t by th e  end o f  th e  decade, such p roducts  began 
to  d e c lin e  in  r e l a t io n  to  chem icals and m anufactu res . No agreement
44Z o lo ta s , Monetary E q u ilib riu m  and Economic Development, op. 
c i t . , p . 168. Many Greek government in c e n tiv e  programs a re  d iscu ssed  
in  some d e t a i l  above.
45T r i a n t i s ,  o^. c i t . , p . 174.
**6In 1961, a g r i c u l tu r a l  p ro d u c ts  were 64 p e r  cen t o f t o t a l  ex­
p o r ts ;  in  1965, 73 p e r  c e n t;  b u t by 1969 th ey  f e l l  to  55 p e r  c e n t.
14**
can p ro sp e r  in d e f in i te ly  under such d e f i c i t  c o n d it io n s ,  although in
th i s  re c e n t p e rio d  much o f th e  expansion in  Greek im ports r e f l e c t s
e x te n s iv e  development needs* This may mean co n tin u ed  ba lance  o f pay-
U7ments support by EEC n a tio n s  u n t i l  Greece i s  econom ically  s tro n g e r .
The EEC-Greek T rea ty  in v o lv es  more than  a  mere s tre n g th e n in g  
o f  commercial and economic r e la t io n s  between th e  p a r t ie s  concerned.
I t  a ls o  a s s i s t s  th e  Greek development p ro cess  in  r e in fo rc in g  fav o rab le  
tre n d s  o r  c re a tin g  new ones by opening up w ider m arkets a n d /o r  by 
fo rc in g  th e  realignm ent and re o rg a n iz a tio n  o f th e  i n d u s t r i a l  s t r u c tu r e  
along more com petitive  l i n e s .  To th i s  l a t t e r  end , th e  Community p ro ­
v ides f o r  economic and te c h n ic a l  backing a long w ith i t s  p r iv a te  in v e s t ­
ment a s s is ta n c e  f o r  in d u s try . However, the  Community's i n i t i a l  
e f f o r t s  f e l l  f a r  s h o r t  o f  i t s  s ta te d  T rea ty  r e s p o n s ib i l i t i e s  w ith  i t s  
c o n tr ib u tio n  t o  te c h n ic a l  and economic a id  n e g l ig ib le  and i t s  f in a n c ia l  
a s s is ta n c e  confined  to  a  few s e c to rs  and to  le s s  than  o n e -h a lf  th e  
amount p rom ised .1*®
U nited S ta te s  and Japanese businessm en s ta n d  to  g a in  by th e  
T re a ty . Most Greek entrepreneur®  have in s u f f ic ie n t  c a p i t a l ,  m anageria l 
a b i l i t y  and te c h n ic a l  re so u rce s  a t  t h e i r  command to  undertake p ro je c ts
**7These c o n s id e ra tio n s  a re  d e a l t  w ith  more f u l ly  in  th e  n ex t 
c h a p te r  on th e  ba lance  o f paym ents.
48The European Investm ent Bank was unable to  make loan funds 
a v a i la b le  to  Greece a f t e r  th e  1967 coup—how ever, even b e fo re  t h a t ,  i t s  
r ig id  o p e ra tin g  procedures p rev en ted  le s s  than  h a l f  th e  amount prom ised 
in  P ro to co l 19 to  be made a v a i la b le .  The sum prov ided  s t r i c t l y  f o r  
in d u s t r i a l  p ro je c ts  was only $16 m il l io n . C onsiderab le  p r iv a te  in v e s t ­
ment and te c h n ic a l  a id  i s  c o n tr ib u te d  by member n a tio n s  on a non- 
Community b a s i s ,  e s p e c ia l ly  from France and I t a ly .
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f u l ly  e x p lo i t in g  i t s  easy  e n try  to  Community m arkets. U nited S ta te s  
and Japanese businessm en do c o n tro l  such re so u rces  and a re  seek ing  
easy and f re e  access  to  th e  EEC, s in c e  th e  e a s i e s t  way to  s e l l  goods 
in  th e  EEC i s  to  make them th e r e .  U nited S ta te s  investm en ts  a re  
a lread y  s u b s ta n t ia l  w hile  Japanese in t e r e s t s  a re  expanding r a p id ly . 1*9
Greece*s p o s i t io n  v is  & v is  o th e r  a re a s  g ra n ted  p re fe re n c e s  by 
th e  EEC i s  s tro n g e r  f o r  i n d u s t r i a l  and h a n d ic ra f t  item s than  fo r  a g r i ­
c u l tu r a l  ones. Greece re c e iv e s  f u l l  rem oval o f  t a r i f f  d u tie s  fo r  i t s  
i n d u s t r i a l  and h a n d ic ra f t  p ro d u c ts  e n te r in g  th e  EEC. 50 W ithin Greece 
t a r i f f  p ro te c t io n  on EEC in d u s t r i a l  p roducts  ends in  1984 excep t in  
cases d es ig n a te d  by th e  Community.5^ At p re se n t im port d u tie s  on th e se  
goods a re  20 p e r  cen t low er than  1962 r a t e s .  Greek p ro d u c ts  w i l l  con­
tin u e  to  re c e iv e  p ro te c t io n  a f t e r  1984 from t h i r d  coun try  com petition  
in  accordance w ith CXT sch e d u le s . Turkey i s  the  only  n a tio n  to  r e ­
ce ive  concessions c lo se  to  t h i s  from th e  Community (Table 5-11)
M oreover, newly m anufactured p roducts  n o t p re v io u s ly  produced 
in  Greece are  encouraged by s p e c ia l  p ro v is io n s  in  A r t ic le  18. D uties 
up to  25 p e r  cen t ad valorem  can be f r e e ly  le v ie d  on such item s up to  
November 1, 1974. A sso c ia tio n  C ouncil app roval i s  n ecessa ry  a f t e r  t h a t .
^ T h e  EEC view Japanese investm en ts  in  Greece w ith  a very  wary 
ey e , e s p e c ia l ly  in  th e  case o f  s t e e l .  The Econom ist, Ju ly  18, 1971, 
p . v . U nited S ta te s  investm en ts  du ring  th e  p e r io d  1954-69 amounted to  
$210 m illio n  o r  49 .7  p e r  cen t o f t o t a l  fo re ig n  c a p i t a l  in flo w .
50S p e c if ic a l ly  i t  in v o lv es a l l  those  th a t  a re  n o t covered in  
Annex I I  o f  th e  Rome T rea ty .
5^This in tro d u ced  th e  p o s s ib i l i t y  th a t  some item s may continue 
to  re c e iv e  p r e f e r e n t i a l  tre a tm e n t a f t e r  f u l l  membership. This i s  p a r­
t i c u l a r l y  im p o rtan t f o r  th o se  in d u s tr ie s  n o t y e t p a s t  th e  " in fa n t  
s ta g e " .  See below , C hapter V II.
TABLE 5-11
EEC INDUSTRIAL CONCESSIONS TO SELECTED NATIONS1 
(February 2 ,  1971)
GREECE TURKEY2 MOROCCO/TUNISIA
Rate o f re d u c tio n  o f 
th e  CXT d u tie s  
(g e n e ra l system ).
Products a t t r a c t in g  a 
le s s e r  r a t e  o f reduc­
t io n  ( s p e c ia l  system )
100% fo r  a l l  
p roducts
P roducts n o t covered 
by th e  agreement
P roducts su b je c t to  
t a r i f f  quotas
100% f o r  a l l  p roducts
(a )  made up c a rp e ts  (58.01A)
= 25% /cotton yarn  (5 5 .0 5 ) / 
and o th e r  woven fa b r ic s  o f  
co tto n  (55 .09) a p a r t from 
th e  quota  ( o f  25%).
(b ) some processed  a g r ic u l­
t u r a l  p roducts covered by 
A r tic le  14 Annex 6 o f  th e  
a d d it io n a l  P ro to co l = 75% o f 
th e  f ix e d  component.
P rocessed  a g r ic u l tu r a l  
p roducts w ith the  excep tion  
o f those  under (b ) above.
Cotton y am  (55 .05) = 300 to n s  
a t  75%/ o th e r  woven fa b r ic s  o f 
co tto n  (55 .09) -  1,000 tons a t  
75%; r e f in e d  petroleum  products 
= 2 0 0 ,0 0 0  tons a t  100%.
100% (3) fo r  a l l  p roducts 
in c lu d in g  crude petroleum
Cork and a r t i c l e s  o f  cork
TABLE 5-11 (co n t)
SPAIN ISRAEL
Rate o f  red u c tio n  o f  
th e  CXT d u tie s  
(g e n e ra l system )
60%** (w ith  th e  p o s s ib i l i ty  
o f 70% cm January 1 , 1974) 
fo r  a l l  p roducts
50%** fo r  a l l  p roducts
Products a t t r a c t in g  a 
l e s s e r  r a te  o f  reduc­
t io n  ( s p e c ia l  system )
Products covered by A r tic le  
5 o f Annex I o f th e  Agree­
ment = 40%
Products covered in  A r tic le  
2 o f Annex I  o f  th e  Agree­
ment = 28-34%
Products no t covered 
by th e  agreement
Processed  a g r ic u l tu r a l  pro­
ducts (L is t  A o f  Annex I o f  
th e  Agreement
Processed  a g r ic u l tu r a l  
p roducts ( L is t  A o f  Annex I 
o f  th e  Agreement)
P roducts in  L is t  B o f  Annex 
I o f  th e  Agreement
Products in  L is t  B o f  Annex 
I  o f  th e  Agreement
P roducts su b je c t to  
t a r i f f  quotas
O ther woven fa b r ic s  o f 
co tto n  = 1,800 t e n s /  r e ­
f in e d  petroleum  products 
= 1 , 2 0 0 ,0 0 0  tons
O ther woven fa b r ic s  o f co tto n  
= 300 tons
Source: European P arliam ent Working Documents, #246, p . 10. N otes: (1 ) I n d u s t r ia l  p roducts  are
those  covered by Annex I I  o f  th e  Rome T rea ty . (2 ) The system  
r e s u l t in g  from th e  A d d itio n a l P ro to co l to  th e  Ankara Agreement. 
(3 ) As soon as th e  agreem ents come in to  fo rc e . (4 ) F in a l 
r a te  o f  re d u c tio n .
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Another b e n e f i t  (p ro v id ed  by A r t ic le  52) c l a s s i f i e s  Greece as an a re a  
" in  which th e  s tan d a rd  o f  l iv in g  i s  u nusually  low" o r  "h a ra ssed  by 
underemployment". Under such co n d itio n s  A r t ic le  92 o f the  Rome T rea ty  
s a n c tio n s  government a id  through d i r e c t  o r  in d i r e c t  s u b s id ie s  fo r  
p roducts  prom oting economic developm ent.
To remain com petitive  once th ese  l im i ta t io n s  a re  removed,
Greece must s e le c t iv e ly  determ ine which in d u s t r ie s  i t  w i l l  f o s t e r  over 
th e  nex t decade. C om petitive ad v an tag es , w ith re sp e c t  to  changing 
f a c to r  a v a i l a b i l i t i e s  and w orld demand and th e  prom otion o f te c h n ic a l  
re se a rch  and sound f in a n c in g , must ap p ly . U ltim a te ly  th e  p a t te rn  o f 
investm ent determ ines t h i s .  I n d u s t r ia l  investm en ts in  th e  e a r ly  y ea rs  
o f  th e  T reaty  were d e f ic ie n t  because o f a lack  o f  dom estic and fo re ig n  
i n i t i a t i v e s .  In c e n tiv e  l e g i s l a t io n  helped  c o r re c t  t h i s  by e s ta b l is h in g  
la r g e r  d e p re c ia tio n  a llo w an ces , b e t t e r  c r e d i t  f a c i l i t i e s ,  le s s  bu reau ­
c r a t i c  re d  tap e  and more ta x  r e b a te s ,  d isc o u n ts  and exem ptions.
The d riv e  fo r  ex p o rt o r ie n ta t io n  o f i n d u s t r i a l  e n te rp r is e s  r e ­
ce iv es  encouragement from th e  a s s o c ia t io n  through e x te n s iv e  t a r i f f  r e ­
d u c tio n s  in  th e  EEC fo r  Greek in d u s t r i a l  p ro d u c ts , i . e . ,  through tra d e  
p re fe re n c e s . Readjustm ent o f  p ro d u c tio n  p ro c e s s e s , i f  n o t th e  use o f 
new p ro cesses  a l to g e th e r ,  may a lso  occur as a d d i t io n a l  EEC com petition  
en su es. Any unions w ith th e  EEC n e c e s s i ta te  m odern ization  and may mean 
fo rsa k in g  some custom ary h a n d ic r a f t s ,  q u a in t custom s, hand la b o r  and 
sm all fam ily  e n te r p r i s e s .  However, in  lo s in g  some o f i t s  unique id en ­
t i t y  Greece can come to  en joy  th e  h ig h e r  s ta n d a rd  of l iv in g  found in  
o th e r  i n d u s t r i a l  n a t io n s .
l*+9
The e f fe c t iv e n e s s  o f dom estic p o lic y  and re g io n a l e f f o r t s  i s  
m irro red  in  th e  i n i t i a l  su ccess  o f  Greek in d u s t r i a l i z a t io n  e f f o r t s ;  
however, c o n s ta n t e f f o r t  and c o n tin u a l read ju stm en t o f p o lic y  measures 
i s  e s s e n t i a l  i f  i t  w ishes to  keep in e f f ic ie n c ie s  from m u ltip ly in g  and 
e n la rg in g . O utside p re s su re s  promote e f f o r t s  in  t h i s  d ir e c t io n  by 
p ro v id in g  co m p e titiv e  p r e s s u re s ,  although  th e  s tim u lu s  grows weaker as 
d iv e r s i f ic a t io n  proceeds and membership g e ts  c lo s e r .  T h e re fo re , sound 
d e c is io n s  w ith re sp e c t to  economic re so u rces  w i l l  be no e a s i e r  to  make 
over th e  n ex t decade.
PERSPECTIVE ON GREEK INDUSTRY
I t  i s  u n lik e ly  th a t  Greece w i l l  e v e r  be a m ajor in d u s t r i a l  
b a se ; how ever, t h i s  need n o t h in d e r  i t s  development o f a broad  in d u s­
t r i a l  b a se . I n d u s t r i a l i s t s  in  Greece face  th e  problems common to  many 
a re a s :  sm all s iz e  o p e ra t io n s ,  p o o rly  in te g ra te d  la b o r  m ark e ts , l im ite d
experience  in  management and m arketing m ethods, lack  o f s to ra g e  and 
h and ling  f a c i l i t i e s ,  l im ite d  s tu d ie s  on p o te n t ia l  i n d u s t r i a l  p r o je c t s ,  
an d , a h e s ita n c y  t o  undertake new a re a s  o f p ro d u c tio n . Government 
schemes can con tinue  to  h e lp  overcome th e se  problems i f  i t  p rov ides 
a p p ro p ria te  ta x  and o th e r  in c e n tiv e  program s, as w e ll as a d d it io n a l  
power, t r a n s p o r ta t io n  and in f r a s t r u c tu r e  needs.
Many o f th e  problem s a s so c ia te d  w ith th e  y o u th fu l n a tu re  of 
Greek in d u s try  can be overcome by tim e and a d d i t io n a l  in v estm en ts .
This i s  p a r t i c u la r ly  t ru e  f o r  th e  development o f in te g ra te d  p ro d u c tio n  
u n its  to  re p la c e  heavy im ports  o f  raw m a te r ia ls  and carp ita l goods. 
E f fo r ts  to  promote m ergers , th e reb y  c re a t in g  few er, s tro n g e r  companies
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w ith  b e t t e r  equipm ent, h ig h e r  te c h n ic a l  c a p a c ity  and more ag g ress iv e  
management, t o  compete in  w orld m arkets i s  common. Some growth occurs 
w ith o u t heavy investm ent ex p en d itu res  by expanding o n e - s h if t  o p e ra tio n s  
in to  m u l t i - s h i f t  ones w herever f e a s ib le  o r  by s u b s t i tu t in g  more open 
mass p rod u ctio n  means fo r  th e  r e s t r i c t i v e  ou tp u t le v e ls  o f te n  a s so c ia te d  
w ith quasi-m onopoly p o s it io n s  h e ld  by some in d u s t r i e s .
I n i t i a l  r e l ia n c e  on developing  in te r n a l ly  com p etitiv e  in d u s­
t r i e s  in  p roducts  where an advantage i s  a ffo rd ed  by a lo c a l ly  abundant 
supply  o f m a te r ia ls ,  o r  where t r a n s p o r ta t io n  c o s ts  a re  i n i t i a l l y  very 
high r e l a t iv e  to  th a t  o f  th e  f in is h e d  p ro d u c ts , o r  where r e l a t iv e ly  
cheap la b o r  i s  used to  p rov ide  p a r ts  o r  p ro cess in g  fo r  o th e r  manufac­
tu re d  ite m s, i s  both r e a l i s t i c  and econom ically  d e s ira b le  s in c e  such 
in d u s t r ie s  are  more l ik e ly  to  be co m p etitiv e  in  w orld m arkets and i t  
m inim izes im port n eeds. As in d iv id u a l  in d u s t r ie s  grow a c e r ta in  amount 
o f  i n d u s t r i a l  c lu s te r in g  i s  l i k e l y ,  p e rm ittin g  f u r th e r  advances through 
economies o f lin k ag e  and s c a le .  For a l l  o f  t h i s ,  however, growing 
incomes a re  n ecessa ry  to  absorb  th e  in c re a se d  ou tp u t o f m anufactures 
which r e s u l t s  as co m p etitiv e  a b i l i t y  grows.
H a n d ic ra fts  w i l l  l ik e ly  th r iv e  and advance s in c e  th ey  prov ide 
a unique p roduct where dom estic market consumption p redom ina tes, an 
advantage a lre a d y  e x i s t s ,  and t r a n s p o r ta t io n  c o s ts  a re  un im portan t.
T h e ir  methods and tech n iq u es  however must con tinue to  change and adapt 
as n e c e ssa ry . Merging and in c re a s in g  use o f m echanical equipment may 
be e s s e n t i a l  t o  guaran tee  s a t i s f a c t io n  o f  a d d i t io n a l  demands on t h i s  
s e c to r ,  e s p e c ia l ly  i f  la b o r  c o s ts  r i s e .  The r e l a t iv e ly  l i b e r a l  im port 
p o l i c i e s ,  i n s t i t u t i o n a l  re fo rm s, and te c h n ic a l  a s s is ta n c e  rec e iv e d
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through th e  OECD and th e  EEC, and th e  growing aw areness th a t  com peti­
t io n  from EEC firm s i s  around th e  co rn e r has a lre ad y  promoted g r e a te r  
com petitiveness in  Greek p ro d u c tio n . Continued e f f o r t s  are  n e c e ssa ry , 
however, in  th e  f u tu r e . 32
EFFICIENCY AND COST CONSIDERATIONS INFLUENCING GREEK INDUSTRY
Once an economy reaches th e  d e c is io n  to  in d u s t r i a l i z e  i t  must 
determ ine i t s  in d u s t r ia l i z a t io n  s t r a te g y .  The e a s i e s t  p a r t  o f  t h i s  
complex p rocess  i s  a s ta tem en t o f  o v e ra l l  o b je c t iv e s .  D i f f i c u l t i e s  
a r is e  in  determ in ing  any indigenous c o n d itio n s  which might in flu e n c e  
th e  in d u s t r i a l i z a t io n  p ro c e s s , such as th e  e x is t in g  le v e l  o f  i n d u s t r i a l  
developm ents, th e  s k i l l s  and a v a i l a b i l i t y  o f  human and p h y s ic a l r e ­
so u rc e s , th e  market s iz e  o r th e  p re v a il in g  i n s t i t u t i o n a l  s t r u c tu r e .  
F u rth e r d i f f i c u l t i e s  appear in  e s ta b l is h in g  th e  p ro p e r c r i t e r i a  o f 
p ro je c t  c o s ts  in  a reg io n  where n a tu r a l  r e s o u rc e s ,  i n d u s t r i a l  raw 
m a te r ia ls ,  the  m onetarized a r e a ,  and energy re so u rc e s  may be ex trem ely  
l im ite d , and a la rg e  p a r t  o f n a t io n a l  income flow s through th e  fo re ig n  
tra d e  s e c to r .
E x tensive  re sea rch  e f f o r t s ,  su g g estin g  e m p ir ic a l means o f 
determ in ing  th e  c o s ts  (a n d /o r  b e n e f i t s )  o f  i n d u s t r i a l  a c t i v i t i e s  in  
developing a r e a s ,  ap p ear r e g u la r ly  in  economic l i t e r a t u r e 33 and many
52In p r a c t i c e ,  t a r i f f s  a re  alm ost in v a r ia b ly  an ad hoc response 
to  p re ssu re s  from th e  p r iv a te  s e c to r .  Even as in d u s try  m atures in  
G reece, s t r u c t u r a l  changes w i l l  be n e c e ssa ry . I t  i s  a t  t h i s  p o in t th a t  
p a r t i c u la r  e f f o r t  i s  c r u c ia l  i f  such p re ssu re s  a re  to  be overcome.
53G eneral s tu d ie s  o f  t h i s  s o r t  in c lu d e : Manuel o f I n d u s t r ia l
P ro je c t A nalysis in  Developing C o u n tr ie s , two volumes ( P a r is :  OECD
Development C en tre , 1968-1969); to. B. Chenery, "Development P o lic ie s  
and Programmes," Economic B u lle t in  fo r  L atin  Am erica, 3 , No. 1 (March 
1958), pp. 60-72 ; ECAFfe, fo rm ula ting  I n d u s t r ia l  Development Programmes,
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concepts in tro d u ce d  in  th e se  w r itin g s  a re  making t h e i r  way in to  e s ta b ­
l is h e d  term inology  and th e o ry . These e f f o r t s  a re  c e r ta in ly  p r a i s e ­
worthy and n e c e ssa ry ; however, our concern l i e s  w ith  le s s  te c h n ic a l  
and more mundane c o s t c o n s id e ra tio n s . Major in e f f i c i e n c i e s ,  and th e r e ­
fo re  h ig h e r  c o s t s , can r e s u l t  from th e  choice o f an in a p p ro p ria te  
tech n o lo g y , p roduct m ix, degree o f in te r n a t io n a l  s p e c ia l iz a t io n  o r 
customs p ro te c t io n  (o r  by government p o l ic ie s  in f lu e n c in g  th e se  th in g s ) .  
The r e s u l t in g  in e f f ic ie n c ie s  to le r a te d  in  a n a t io n 's  p ro d u c tio n  
methods can s e r io u s ly  handicap i t s  long -term  growth e f f o r t s  as w e ll ,  
even i f  p re c is e  measurement o f such e f f e c t s  a re  n o t p o s s ib le .
I n d u s t r i a l  in e f f ic ie n c y  slows down th e  expansion o f GNP. In 
th e  e a r ly  s ta g e s  o f in d u s t r i a l i z a t io n  slowdowns may be in e v i ta b le ,  
w ith  th e  lo s s e s  worth paying as long a s  they  a re  tem p o ra ry .5I+ But in  
tim e th e se  newly e s ta b l is h e d  e n te r p r is e s  must be capable o f fu n c tio n in g  
w ith  a h ig h e r  degree o f  e f f ic ie n c y  in  w orld m arkets i f  re so u rce  r e a l l o ­
c a tio n  in  th e se  a reas  i s  t o  be con tinued  w ith o u t p r o te c t io n .  The
^ 3 (c o n t.)  Volume I (Bangkok, 1961); M. Bruno, "The Optimal 
S e le c tio n  o f  E xport-Prom oting and Im p o r t-S u b s titu tio n  P r o je c ts ,"  in  
P lann ing  The E x te rn a l S e c to r , U nited N ations Report o f  the  F i r s t  I n te r ­
re g io n a l Seminar on Development P lanning  (A nkara, Turkey, September 
1965), pp. 103-107; and Donald C. Mead, " E ffe c tiv e  P ro te c tio n  and In ­
vestm ent C r i t e r i a , "  E aste rn  A frica  Economic Review, No. 17, pp. 65-69. 
More s p e c i f ic  re fe re n c e s  in c lu d e  N. Is lam , "Com parative C o sts , F ac to r 
P ro p o rtio n s , and I n d u s t r ia l  E f f ic ie n c y  in  P a k is ta n ,"  The P ak is tan  
Development Review (Summer 1967), and K. N. Raj ,  Some Economic Aispects 
o f  th e  Bhakra Nangal P ro je c t  (London: Asia P u b lish in g  House, I9 6 0 ).
S^Harvev L e ib e n s te in , "A llo c a tiv e  E ff ic ie n c y  versus ' X- 
E f f i c i e n c y ',"  American Economic Review, 56 (June 1966), p . 392, review s 
s tu d ie s  where a "w elfa re  loss'* was c a lc u la te d  in  term s o f g ross  o r  n e t 
n a t io n a l  p roduct a t t r ib u te d  to  re so u rce  m is a l lo c a t io n . In a l l  th e se  
s tu d ie s  th e  c o n tr ib u tio n  o f r e a l lo c a t in g  re so u rce s  tu rn s  ou t " to  be 
exceed ing ly  s m a ll ."
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im portance o f  th e se  c o n s id e ra tio n s  to  our o v e r a l l  s tu d y  j u s t i f i e s  an
e x p lo ra to ry  look a t  s e v e ra l  q u e s tio n s  e s p e c ia l ly  u s e fu l  in  developing
an e v a lu a tio n  o f  th e  i n d u s t r i a l  e f f o r t  and environm ent o f  G reece.
Four m ajor q u es tio n s  c a te g o r ie s  a re  r a is e d  and th e  Greek responses to
each b r i e f ly  examined in  th e  rem aining p a r t  o f  t h i s  c h a p te r .
CATEGORY I :  TECHNOLOGY AND EFFICIENCY: What elem ents in flu e n c e  th e
choice o f  technology? Can t h i s  cho ice be improved by a 
change in  em phasis (say  to  sm a lle r  s c a le  o p e ra tio n s  o r  to  
more la b o r  in te n s iv e  methods)? Are any e f f o r t s  expended 
to  improve p ro d u c tiv i ty  by f u l l e r  use o f  e x is t in g  f a c i l ­
i t i e s ?  Can techno logy  expand t o  in c o rp o ra te  dom estic 
re sea rch  e f f o r t s  o r  needs?
In Greece new in d u s t r i a l  e f f o r t s  o u ts id e  th e  h a n d ic ra f t  s e c to r  
in c o rp o ra te  e s s e n t i a l ly  th e  l a t e s t  te c h n o lo g ic a l  in n o v a tio n s  a v a ila b le  
to  advanced n a tio n s .  The r e s u l t  i s  h igh p ro d u c tiv i ty  in  th e se  in d u s­
t r i e s ,  b u t l i t t l e  s tim u la tio n  to  employment. The slow p o p u la tio n  growth 
and th e  ra p id ly  expanding s e rv ic e s  s e c to r  minimize th e  need a t  p re se n t 
fo r  employment s tim u la tin g  te c h n o lo g ie s . This o fte n  i s  an item  o f  
utm ost c o n s id e ra tio n , how ever, in  o th e r  developing  re g io n s .
The heavy in f lu x  o f  fo re ig n  c a p i t a l  in  in d u s try  encourages th e  
use o f  s c i e n t i f i c  and te c h n o lo g ic a l  c a p a b i l i t i e s  f a r  above th e  average 
e x is t in g  in  o th e r  s e c to r s .  C onsequently , even though i t s  co s t and 
p r ic e  s t r u c tu r e  i s  u n favo rab le  f o r  ex p o rt p ro d u c tio n  o f many t r a d i ­
t io n a l  i n d u s t r i a l  o r  m anufactured ite m s , lo c a l  in d u s t r ie s  a re  ab le  to  
o f f e r  in c re a s in g  amounts o f new ty p es  o f  m anufactures f o r  e x p o r t. 
Secondary e f f e c t s  bouncing o f f  from t h i s  a ls o  encourage te c h n o lo g ic a l 
in n o v a tio n s  in  t r a d i t i o n a l  s e c to r s .  The c lo se  co n ta c t w ith o th e r  OECD
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n a tio n s  g u aran tees  f a i r l y  ra p id  a s s im ila t io n  o f te c h n o lo g ic a l  and 
s c i e n t i f i c  advaices in to  th e  Greek economy. 55
S u b s ta n t ia l  excess c a p a c ity  c h a ra c te r iz e s  most m anufacturing  
in d u s t r ie s  in  Greece fo llow ing  t h e i r  in tro d u c tio n . Two o r th re e  y ears  
a re  n ecessa ry  to  f u l ly  overcome t h i s .  During th a t  t im e , a d d i t io n a l  
w orkers a re  t r a in e d ,  m arkets opened up and s h i f t s  added. The p ro p e r 
com plem entarity  o f  p ro cess in g  m achinery i s  a ls o  com pleted. T his lag  
in  f u l l  use o f  f a c i l i t i e s  g e n e ra lly  lead s  to  lower c o s ts  as c a p a c ity  
o p e ra tio n s  a re  reached .
An a rea  where Greece adap ted  i t s  indigenous a b i l i t i e s  t o  te c h ­
n ic a l  c o n s id e ra tio n s  was in  th e  ju d ic io u s  use o f o ld e r  equipm ent. High 
re tu rn s  accrued  by prom oting th e  use o f  second-hand equipment in  i t s  
sh ip p in g  in d u s try . Through t h i s  i t s  sh ip p in g  in d u s try  was ab le  to  r e ­
sume i t s  p o s it io n  as  one o f  th e  w o r ld 's  l a r g e s t .  S im ila r  a d a p ta tio n  
o f  technology to  lo c a l  c o n d itio n s  appears in  th e  h a n d ic ra f t  s e c to r  
where th e  design  and use o f  m echanical a id s  a s s i s t s  p ro d u c tiv i ty  gains 
and s tim u la te s  lo c a l  a d a p ta tio n  o f techno logy .
L im ited reso u rce  endowments and fo re ig n  exchange ea rn in g s  
fo rced  g r e a te r  awareness in  Greece o f  th e  need fo r  e f f i c i e n t  re so u rce  
u se . As T r ia n t i s  s t r e s s e d ,  th e re  a re  few re so u rces  to  w aste , so  a 
co n certed  e f f o r t  must be undertaken  to  see th a t  what i s  a v a i la b le  i s  
used in  i t s  most d e s ira b le  way. 56
55A stu d y  e n t i t l e d  Gaps in  Technology: Comparisons Between Mem­
b e r  C oun tries in  E d u ca tio n , Research and Development, T ech n ica l Innova­
t io n s  , I n te rn a t io n a l  Economic Exchanges ( P a r is :  OECD P u b lic a tio n s
C en tre , 19io)  in d ic a te s  how th e  t r a n s f e r r a l  p ro cess  works.
5®See C hapter I above.
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CATEGORY I I :  THE PRODUCT MIX: What determ ines th e  p roduct mix? Can
i t  be improved by a d d it io n a l  em phasis on consumer goods, 
o r  d u rab le  goods o r  in te rm ed ia te  and heavy c a p i t a l  
goods?
The p ro d u ct mix in  Greece was in flu e n c e d  by i t s  outward 
loo k in g  s t r a te g y  and i t s  c lo se  t i e s  to  th e  European Community and o th e r  
OECD n a tio n s .  Very l i t t l e  em phasis on heavy in d u s try  developed excep t 
where n a tu r a l  re so u rce  endowments d ic ta te d  i t ,  as in  c e r ta in  m e ta llu r ­
g ic a l  in d u s t r i e s .  The assu ran ce  o f  s tead y  su p p lie s  o f s t e e l  and heavy 
c a p i t a l  equipm ent from th e  EEC p e rm itted  Greece t o  c o n ce n tra te  on 
few er new areas o f  p ro d u c tio n .
M anufacturing p ro d u c tio n  in  Greece s t r e s s e s  p ro cess in g  and 
f in is h e d  p ro d u c ts , w ith  many in te rm e d ia te  s ta g e  item s im p o rted , although 
p ro d u c tio n  o f  consumer goods began expanding in  th e  l a t e  s i x t i e s .  
P rocessed  goods and n a t iv e  h a n d ic ra f ts  a re  produced and consumed 
lo c a l ly  in  s u b s ta n t ia l  am ounts, b u t such goods as ready-made c lo th e s ,  
t o a s t e r s ,  r e f r i g e r a to r s ,  au tom obiles and a i r  c o n d itio n e rs  must come 
from e x te rn a l  so u rc e s . Also purchased  abroad a re  heavy c a p i t a l  eq u ip ­
ment needed fo r  power p ro d u c tio n , road  and i r r i g a t i o n  f a c i l i t i e s ,  e t c . .
The r e l a t iv e ly  l im ite d  p rod u ctio n  o f consumer goods and consu­
mer d u rab les  which ta k e s  p la c e  p u ts  f u r th e r  p re ssu re  on th e  ba lan ce  of 
paym ents, e s p e c ia l ly  as incomes grow and consumers a re  ab le  to  im ple­
ment demands f o r  such item s. Recent m anufacturing s t a r t s ,  both 
dom estic and fo re ig n  r e f l e c t  t h i s  need . 57
57S ev e ra l re c e n t investm en ts  re p o rte d  in  Foreign Economic 
T ren d s , ET-136, in c lu d ed  baby fo o d , k n itw e a r, sewing m achines, 
e l e c t r i c a l  a p p lian ce s  and p ro cessed  foods.
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A nother a re a  o f  g r e a te r  em phasis i s  c a p i ta l  goods p ro d u c tio n . 
Once a g a in  success h inges e s s e n t i a l ly  on developing i t s  e x p o rt capac­
i t y .  G reece 's  r e l a t iv e ly  easy  access  to  Middle E ast and E ast Asian 
m arkets p u ts  i t  in  a c e n tr a l  d i s t r ib u t io n  p o s it io n  fo r  such ite m s , 
a lthough  ex p o rts  o f  such item s a re  n o t s ig n i f i c a n t  a t  t h i s  p o in t .  
Development o f c a p i t a l  goods geared  p a r t i c u la r ly  to  th e  lo c a l  en v iro n ­
ment i s  alm ost n o n -e x is te n t because o f  th e  ease  in  ad ap tin g  to  te c h n o l­
o g ies  found in  more advanced n a t io n s .  Output o f  a g r i c u l tu r a l  and te x ­
t i l e  m achinery, as might be ex p ec ted , a re  th e  m ajor a re a s  o f  c a p i ta l  
goods p rod u ctio n  o th e r  than  sh ip p in g . A number o f  m etal c a p i t a l  i te m s , 
which re q u ire  sm all p ro d u ctio n  runs o r  which must be b u i l t  to  in d i ­
v id u a l s p e c i f ic a t io n s ,  a re  a ls o  produced. However, th e  im portan t 
th in g  a t  t h i s  p o in t i s  n o t n e c e s s a r i ly  q u a n t i ty ,  b u t q u a l i ty  and th e  
chance to  show i t s  a b i l i t i e s .  From th i s  w i l l  come a d d i t io n a l  market 
o p p o r tu n it ie s .
R eliance on fo re ig n  m arkets as a m ajor s a le s  o u t le t  allow s 
g r e a te r  d iv e r s i ty  in  th e  o v e ra l l  p ro d u c tio n  mix than one l im ite d  to  an 
i n te r n a l  m arket. 58 I t  a ls o  h e lp s  focus a t te n t io n  on lin k ag e  p o s s ib i l ­
i t i e s  and a re a s  where a d d i t io n a l  investm en ts a re  d e s ira b le  as th e  domes­
t i c  m arket develops. Investm ent appears to  complement demand r a th e r  
than  ta k in g  p lace  in  i s o la t io n .  This leav es  re so u rces  f re e  which would 
o th erw ise  be used f o r  m arketing p u rp o se s , i . e . ,  they  do n o t have to  
c re a te  a demand, b u t a p ro d u c t, s in c e  th e  demand i s  a lre a d y  th e r e .
58Angus Maddison, Economic P rog ress  and P o lic y  in  Developing 
C ountries (New York: W. W. Norton and Company, In c . , 1970) and UNIDO
(V ienna1) Monograph o f I n d u s t r ia l  Development, No. 19 , IDAO/19.
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CATEGORY I I I :  INTERNATIONAL RELATIONS: What s o r t  o f  in te r n a t io n a l
s p e c ia l iz a t io n  was undertaken? Was to o  much emphasis 
p laced  on im port s u b s t i tu t io n  o r  ex p o rt expansion?
What s o r t  o f  p ro te c t io n  i s  employed? What s o r t  o f  
in te rn a t io n a l  co o p era tio n  fo s te re d ?  Could a more open 
economy s tim u la te  g r e a te r  e f f ic ie n c y ?
The u su a l s i tu a t io n  one h ea rs  about in  a developing  n a tio n
w ith  reg a rd  to  in te r n a t io n a l  t ra d e  and s p e c ia l iz a t io n  i s  i t s  re lu c ta n c e
to  open up i t s  economy and remove t a r i f f  b a r r i e r s ,  o r  i t s  d i f f i c u l t y  in
59f in d in g  fo re ig n  m arkets f o r  i t s  m anufactu res. Yet in  Greece a 
phenomenal expansion o f m anufactured ex p o rts  o ccu rred , s tim u la tin g  i t s  
o v e ra l l  p ro g re s s . T here , th e  outlook i s  one o f  ex p o rt expansion and 
reduced t a r i f f s . 60 This outw ard-looking  o r ie n ta t io n  allow s more 
emphasis on th e  q u a l i ty  and th e  d ir e c t io n  o f i t s  i n d u s t r i a l  expansion . 
As a r e s u l t  le s s  emphasis i s  p laced  on th e  ab so lu te  m agnitude o f 
in d u s try  t h a t  r e s u l t s .
Investm ents in  p h y s io a l and human c a p i ta l  a re  designed  to  have 
a permanent impact on subsequent grow th. The th r e a t  o f  p o te n t ia l  
com petition  fo rc e s  more te c h n ic a l ly  e f f i c i e n t  methods and reso u rce  
s c a r c i ty  gu ides th e  s e le c t io n  o f in d u s t r i e s ,  sp u rr in g  th e  adop tion  o f 
in d u s t r ie s  e x h ib i t in g  g r e a te s t  p o te n t ia l  advantage. L i t t l e  o f  th e  
pessim ism  found in  o th e r  developing  n a tio n s  about i t s  a b i l i t y  t o  s e l l  
m anufactures in  o u ts id e  m arkets i s  e v id e n t—p rim a r ily  because o f i t s  
p r e f e r e n t i a l  access  to  EEC m arkets.
59 Ib id .
60Decreased t a r i f f s  u s u a lly  s u b s t i tu te  g r e a te r  in d u s t r i a l  
e f f ic ie n c y ,  n o t g r e a te r  im ports by in tro d u c in g  com petition  where none 
p re v io u s ly  e x is te d .  See Maddison, op. c i t . , p . 173.
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I t s  involvem ent w ith  th e  EEC encouraged G reece’s development 
o f  an outw ard, r a th e r  th an  inw ard , o r ie n ta t io n .  T h e ir  a s s o c ia t io n  
removed th e  t r a d i t i o n a l  re lu c ta n c e  to  low er customs d u tie s  and made 
a v a i la b le  p r e f e r e n t i a l  access  to  Community m arkets. P r e f e r e n t ia l  
a c ce ss  encouraged th e  growth o f  in d u s t r ie s  n o t a lre a d y  predom inant in  
Community m arkets and investm ent funds from non-member c o u n tr ie s  
seek ing  an easy  tra d e  opening w ith th e  Community.
Confidence in  a f re e  m arket system  a s s i s te d  in  th e  Greek ex p o rt 
expansion s in c e  a p p ro p ria te  p r ic e - c o s t  in fo rm atio n  was a v a ila b le  
from th e  o u ts e t  and g r e a te r  c l a r i t y  o f  c o s t assessm ent p o s s ib le .  
Investm ent r i s k s ,  a lthough  g re a te r  under t h i s  o r ie n ta t io n ,  were more 
e a s i ly  a p p ra ise d . Often sh o r t- ru n  ba lan ce  o f payments c o n s id e ra tio n s  
push n a tio n s  in to  an inw ard-look ing  d i r e c t io n .  A fe e l in g  th a t  i n t e r ­
dependent in d u s t r ie s  g e n e ra te  economies o f s c a le  and m arkets f o r  each 
o th e r ’s goods re in fo rc e  such p re s s u re s .  These lin k ag es  a re  a ls o  
assumed to  p rov ide  the  re in fo rcem en t mechanisms needed fo r  s e l f -
c  1
s u s ta in in g  grow th . 0 Under such p o l ic ie s  an a u ta rk ic  ph ilosophy o fte n  
d ev e lo p s , d isco u rag in g  a le s s  r a t io n a l  p o lic y  o f reso u rce  u se , s in c e  
o u ts id e  c o s ts  and p r ic e s  te n d  to  be ig n o red . Export expansion , however, 
n e c e s s i ta te s  more co m p etitiv en ess  and g r e a te r  emphasis on c o n tin u ity  in  
p ro d u c tio n —both  be ing  conducive t o  more e f f i c i e n t  re so u rce  u se .
Once th e  d e c is io n  to  in d u s t r i a l i z e  i s  made, re g a rd le s s  o f 
inw ard- o r  ou tw ard-looking  em phasis, no e x p l i c i t  ru le s  o r re g u la t io n s  
can guide a n a tio n  to  th e  a p p ro p ria te  avenue o f  su c c e ss . In
61Another problem i s  th a t  t h i s  s tr a te g y  n e g le c ts  th e  o ld e r  
in d u s t r i e s ,  w ith  investm ent co n cen tra ted  in  new l in e s  o f p ro d u c tio n .
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a g r ic u l tu r e ,  on th e  o th e r  hand, th e  c lim ate  and s o i l  co n d itio n s
s tro n g ly  determ ine a reas  o f  s p e c ia l iz a t io n .  Too o f te n ,  as in d u s t r ie s
m ature , th e  form ation  o f  m onopolies o r v es te d  in t e r e s t s  r e ta r d  what
o r ig in a l ly  began as a dynamic ad justm en t to  p re v a il in g  c o n d it io n s .
G rad u a lly , p ro te c tio n  (perhaps in  a l te r e d  form) and i n e r t i a  creep  back
in to  th e  in d u s t r i a l  s e c to r ,  d isco u rag in g  n ecessa ry  read ju stm en ts  in
p ro d u c tio n , and fo s te r in g  in e f f i c i e n c ie s .  This may w e ll occur in
Greece a f t e r  i t  ach ieves f u l l  Community membership.
CATEGORY IV: ADJUSTMENT MECHANISMS: Can th e  economy a d ju s t  to  new
p e rsp e c tiv e s  e a s i ly  as changes a re  w arran ted?
Government a c t i v i t i e s  can s tro n g ly  a f f e c t  w hether e f f o r t s  a t  
dynamic ad justm en t o ccu r. Through i t s  t a x ,  subsidy  and in c e n tiv e s  
program s, government promotes o r  h in d e rs  th e  p ro p er r e a l lo c a t io n  o f 
re so u rc e s . Examples o f  both  s i tu a t io n s  are  given in  th e  t e x t  above 
under Greek economic p o l i c i e s .
Using dom estic p o lic y  e f f e c t iv e ly  re q u ire s  f u l l  cognizance o f 
th e  l im i ta t io n s  imposed on th e  economy by s o c ia l ,  c u l tu r a l  and p o l i t i ­
c a l  r e s t r a i n t s .  The le sso n  to  be le a rn e d  and a p p re c ia te d  here  i s  t h a t  
th e  a c t i v i t i e s  c re a tin g  a path  to  development a re  n o t always au tom atic  
( re g a rd le s s  o f th e  in flu e n c e  o f th e  p r ic e  sy stem ); n o r a re  th ey  m y sti­
c a l  in  o r ig in .  R a th er, through th e  e f f o r t s ,  c r e a t iv i ty  and d riv e  o f  a 
p e rc e p tiv e  and d is c ip l in e d  government and market sy stem , changes can be 
fo rm ulated  to  em ancipate growth e f f o r t s .  S ince government p o l ic ie s  
have such in flu e n c e  (o f te n  ex tend ing  to  t o t a l  p lann ing  o f an economy) 
i t  must examine c a r e fu l ly  how i t  uses i t s  powers. Most o f a l l  i t  must 
remember t h a t  in d u s t r i a l i z a t io n  alone cannot so lv e  a l l  i t s  problem s.
CHAPTER VI: THE BALANCE OF PAYMENTS
INTRODUCTION
The two p rev io u s  ch ap te rs  d esc rib e  d i s t i n c t  s e c to rs  o f  economic 
a c t i v i t y .  This c h a p te r ,  how ever, r e f l e c t s  back on a c t i v i t i e s  in  both 
a g r ic u l tu r e  and in d u s try  in  co n s id e rin g  th e  ba lan ce  o f  payments p o s i­
t io n  o f  G reece. The Greek economy because o f  i t s  outward o r ie n ta t io n  
has an obvious s ta k e  in  th e  growth p a t te rn s  o f lo c a l  and fo re ig n  
m arkets. The v i t a l i t y  o f  i t s  dom estic economy depends t o  a la rg e  ex­
te n t  on th e  s tre n g th  o f  i t s  in te r n a t io n a l  p o s i t io n .  An understand ing  
o f  t h i s  a s p e c t ,  and i t s  use o f  economic p o l ic ie s  to  a l t e r  i t s  in te rn a ­
t io n a l  p o s i t io n ,  i s  e s s e n t i a l  t o  our p u rp o ses . Consequently our a t t e n -  
t io n  now tu rn s  to  th e  r e l a t io n  between Greek dom estic p ro s p e r i ty  and 
i t s  in te r n a t io n a l  ba lan ce  o f  paym ents. In t h i s  c h a p te r  we w i l l  examine 
th e  s t r u c tu r e  o f Greek t r a d e ,  both  m erchandise and in v i s ib l e s ,  autono­
mous and induced c a p i t a l  flo w s, and a ls o  develop a f u l l  growth ba lance  
o f payments concept s im i la r  to  a f u l l  employment budget n o tio n .
Both adverse  and b e n e f ic ia l  in f lu e n c e s  on ba lan ce  o f payments 
accounts appear as th e  dom estic economy grows and p ro sp e rs . S t ru c tu r a l  
improvements which move p ro d u c tio n  (and e x p o rts )  away from c o n c e n tra tin g  
on a g r ic u l tu r a l  p ro d u c ts  where demand grows slow ly  and tow ards in d u s­
t r i a l  ex p o rts  w ith  more buoyant demands allow  g re a te r  s t a b i l i t y  o f
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p r ic e s  and earn ings.^" They a lso  s e t  th e  s ta g e  f o r  a more v igorous and 
expansive long -run  advance. However, e f f o r t s  to  revamp and a c c e le ra te  
th e  economy re q u ire  a la rg e  upsurge in  im ports o f  c a p i t a l  goods and 
raw m a te r ia ls ,  in tro d u c in g  f in a n c ia l  d i f f i c u l t i e s  which may th en  l im i t  
th e  expansion . Thus in  Greece th e  volume and p a t te r n  o f  fo re ig n  tra d e  
and investm ent a re  c lo se ly  t i e d  to  in c re a se d  p ro d u c tiv i ty  and economic 
growth.
T r ia n t is  recogn ized  th e  im portance o f  th e se  in te r n a t io n a l  
a cc o u n ts , e s p e c ia l ly  in  m easuring th e  n e t  e f f e c t  o f th e  EEC agreem ent. 
His f e a r  th a t  th e  T rea ty  would h in d e r  b i l a t e r a l  agreem ents i s  n o t an 
is su e  p r im a r ily  because Greece was a b le  to  a l t e r  i t s  p ro d u c tio n  p a t­
te rn  s u f f i c i e n t ly  so  t h a t  i t  no lo n g e r faced  la rg e  u n sa lab le  su rp lu se s  
in  most o f  i t s  ex p o rt m arkets as was so  o f te n  t ru e  when tobacco and 
poor q u a l i ty  grapes dom inated t h i s  a re a . I t  i s  t ru e  th a t  G reece 's  
dependence on th e  European Community n a tio n s  in  in te r n a t io n a l  tra d e  has 
grown. But t h i s  need n o t be th e  d i s a s t e r  T r ia n t i s  expected  u n le ss  a 
w idespread d ep ress io n  o r  a c o n f l ic t  w ith  Community n a tio n s  o ccu rs . 
F urtherm ore, s in ce  th e  EEC en joyed  th e  g r e a te s t  expansion in  w orld 
tra d e  in  re c e n t y e a r s ,  i t  can be viewed as a b e n e f i t .
The tw enty-tw o y e a r  l im i t  a ls o  appears t o  be an a s s e t ,  n o t a 
l i a b i l i t y  to  th e  Greek economy by speeding  up needed change in
^■Greater s t a b i l i t y  in  p r ic e s  and ea rn in g s  a ls o  r e s u l t s  from ex­
panding a n a t io n 's  minor e x p o r ts ,  i . e . ,  item s which a re  "by d e f in i t io n  
r e l a t iv e ly  sm all in  th e  e x p o rt package o f developing  c o u n tr ie s .  The 
m arkets f o r  th e se  e x p o rts  a re  n o t w e ll o rg an ized  in te r n a t io n a l ly , and 
few developing  c o u n tr ie s  have a dominant p o s it io n  in  th e  tra d e  o f  th e se  
item s. Item s in  t h i s  group have w idely  vary ing  m arket c h a r a c t e r i s t i c s . "  
[Barend A. D eV ries, The Export Experience o f Developing C ountries 
(B a ltim o re : The Johns Hopkins t’r e s s ,  1967T7 p . 1 0 .J
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a n t ic ip a t io n  o f  g r e a te r  co m p e titio n . I t  i s  t ru e  (a s  T r ia n t i s  s a id )
th a t  Greece faces  th e  g r e a te s t  read ju stm en t in  re so u rce  a l lo c a t io n ,
bu t then  i n i t i a l l y  i t  e x h ib ite d  th e  g r e a te s t  r e l a t iv e  in e f f ic ie n c y .
L a te r c ircum stances in d ic a te  t h a t  i t  i s  u n lik e ly  th a t  Greece could  have
2gained  as  much by n e g o tia t in g  w ith  th e  EEC on an in d iv id u a l b a s is .
I t s  t ra d e  w ith  th e  EEC has shown marked improvement in  term s o f product 
d iv e r s i f ic a t io n  and co m p e titiv en ess  and although i t s  d e f i c i t  i s  growing 
so  a re  i t s  fu tu re  a b i l i t i e s  to  overcome th i s  d e f i c i t ,  as our a n a ly s is  
below in d ic a te s .  I t  seems m erely a m a tte r  o f  a s h o rt- tim e  b e fo re  th e  
Greek d e f i c i t  w i l l  begin  to  d e c lin e .
S ev era l a sp e c ts  worth n o tin g  about th e  in te r n a t io n a l  p o s it io n  
o f th e  Greek economy are  i t s  very  la rg e  tra d e  d e f i c i t ,  i t s  s u b s ta n t ia l  
n e t in v i s ib le s  s u rp lu s ,  and i t s  c lo se  t i e s  w ith  th e  EEC. F urtherm ore, 
i t s  sm a ll s iz e  and i t s  heavy lin k ag e  w ith o u ts id e  fo rc e s  w i l l  con tinue 
to  t i e  i t s  fu tu re  economic growth to  th e  fo re ig n  s e c to r  w ith  th e  l ik e ly  
r e s u l t  th a t  " ,  . . an increm ent in  p e r  c a p i ta  income o f  a given magni­
tude w i l l  n e c e s s i ta te  more im ports and ex p o rts  and more investm ent f o r  
e x p o r t ,  than  fo r  a la rg e  c o u n try ."  The openness o f  i t s  economy 
n e c e s s i ta te s  th a t  i t  recogn ize  and a c t  on o p p o r tu n it ie s  to  e lim in a te  
in e f f ic ie n c ie s  in  p ro d u c tio n ; o th e rw ise , i t  h in d e rs  i t s  fu tu re  a b i l i t y
4
to  f u r th e r  l i b e r a l i z e  i t s  e x te rn a l  commerce.
2See accounts o f th e  I s r a l i  s i tu a t io n  in  European Community 
r e p o r ts  th roughou t th e  l a s t  fo u r  y e a rs .
'hi. S. E l l i s ,  D. D. P s i lo s ,  and R. W estebbe, I n d u s t r ia l  C a p ita l 
in  Greek Development (A thens: C enter o f  Economic R esearch , 1964), p . 25.
**It i s  assumed here  th a t  a  com pletely  f re e  t ra d e  p o s it io n  i s  
th e  most d e s ira b le  and advantageous f o r  a n a tio n  and th e  w orld .
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A n o tic e a b le  improvement in  the  s t r u c t u r a l  p a t te rn  o f economic 
b eh av io r in  Greece in  th e  l a s t  e ig h t  y ears  fav o rab ly  a l t e r e d  i t s  ex­
p o r t t r a d e .  A la rg e  p a r t  o f  t h i s  improvement came w ith  th e  com pletion 
o f  s e v e ra l  la rg e  chem ical and m e ta l lu rg ic a l  complexes begun in  th e  
e a r ly  s ix t i e s  (a lth o u g h  th e  c o n tr ib u tio n s  o f o th e r  i n d u s t r i a l  in v e s t-
C
ments o f l e s s e r  m agnitude cannot be ig n o re d ). The marked in c re a se  in  
m anufactures ex p o rts  and f u r th e r  p ro g ress  in  p ro sp ec t in  th e  n ex t f iv e  
y ears  i s  ev idence o f  th e  n a t io n 's  in s ig h t  in to  i t s  p a r t i c u la r  economic 
c o n s tr a in ts  and i t s  a b i l i t y  to  overcome them through en lig h te n e d  
p o l ic ie s .
THE BALANCE OF TRADE
The ra p id  expansion  o f  incomes and th e  ex te n s iv e  investm en ts 
undertaken in  Greece in  th e  s i x t i e s  promoted an a c t iv e  im port demand 
which le d  th e  d o l la r  value o f  im ports to  more than  t r i p l e  between 1960 
and 1970. S ince 1966, im ports  have in c re a se d  a t  an average annual r a te  
o f  8 .9  p e r  c e n t. The m ajor item s im ported  a re  meat and meat p ro d u c ts , 
consumer m an u fac tu res , raw m a te r ia ls ,  heavy m achinery , e l e c t r i c a l  
equipm ent, m otor v e h ic le s  and chem icals .
Between 1962 and 1969, im port demands fo r  c a p i t a l  goods in ­
c reased  from $136 t o  $*+19 m illio n  (ex c lu d in g  s h ip s ) ,  o r  208 p e r  c e n t. 
In c lu d in g  raw m a te r ia ls  im ports o f  an o th e r $199 m illio n  in  1962 and
5These allow ed Greece to  develop a number o f  sm a lle r  in d u s t r ie s  
which ex p o rt a s u b s ta n t ia l  p a r t  o f  t h e i r  o u tp u t, b u t which a re  n o t to o  
s ig n i f ic a n t  in d iv id u a l ly .
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$429 m illio n  in  1969, both  item s grew by 153 p e r  c e n t.  During th e
g
same p e rio d  consumer goods im ports in c re a se d  104 p e r  c e n t.
E xports a ls o  grew du ring  th e  p e r io d  under c o n s id e ra t io n , alm ost 
doubling in  va lue  from $308 to  $429 m il l io n .  S ince 1966 e x p o rts  in ­
c reased  a t  an average annual r a te  o f 11 .1  p e r  c e n t. Although e x p o rts  
cover a r a th e r  sm all p o r tio n  o f im port demands, th e  o v e ra l l  fav o rab le  
r e s t r u c tu r in g  o f  e x p o rts  in  th e  l a s t  ten  y e a rs  b r ig h te n s  th e  ou tlook  to  
improve th i s  r a t i o  in  th e  fu tu r e .  I n i t i a l l y ,  h ig h e r  e x p o rts  came 
la rg e ly  from expanded a g r i c u l tu r a l  e x p o r ts .  By 1967, how ever, non- 
a g r ic u l tu r a l  e x p o rts  began t o  e x h ib i t  a growing im portance and by 1970 
such ex p o rts  were l a r g e r  d o l la r  c o n tr ib u to rs  t o  t o t a l  e x p o rts  than  were 
a g r ic u l tu r a l  item s.
Through 1969, im port v a lu es  ran approxim ately  20 p e r  cen t o f  
GNP, w hile e x p o rt v a lu es  were about 10 p e r  c e n t. The average annual in ­
c rease  in  th e  tra d e  d e f i c i t  was c lo se  to  16 p e r  cen t f o r  th e  years  
1968-70, compared to  a 10.5 p e r  c e n t average annual in c re a se  a n t i c i ­
pa ted  in  th e  1968-72 P lan . In fo rm ation  on t h i s  and on th e  ba lan ce  on 
c u rre n t account a re  given in  Table 6 -1 .
Table 6-2 shows th a t  th e  m ajor p o r tio n  o f Greek im ports and 
ex p o rts  come from th e  EEC a re a  (m ain ly  West Germany, France and I t a l y ) ,
6 G reece: OECD Economic Survey ( P a r i s :  OECD P u b lic a tio n s  Cen­
t e r ,  February 1971),' p . _18. Almost a l l  m anufactured e x p o rts  re q u ire  
some in p u ts  o f  im ported goods e i t h e r  in  th e  form o f  raw m a te r ia ls  o r 
in te rm e d ia te  goods. The l a t t e r  may be d i r e c t ly  im ported o r  may be 
im ported raw m a te r ia ls  p ro cessed  in to  dom estic goods. T his means th a t  
one d o l l a r 's  worth o f  e x p o rts  does n o t n e c e s s a r i ly  in c re a se  fo re ig n  
exchange a v a i l a b i l i t y  by $1 .
7The e x p o r t -im p o rt r a t i o  developed a downward tre n d  in  th e  
s i x t i e s ,  a lthough  s in c e  1966 i t  h e ld  s te a d y  in  th e  35-36 p e r  cen t range .
TABLE 6-1
BALANCE ON TRADE AND CURRENT ACCOUNT 
(m illio n  d o l la r s  and p e r  cen t)
1957 1958 i9i>9 1960 1961 1962 1963
Im ports (v a lu e) 475.1 491.5 454.8 497.1 561.2 608.5 708.4
Percentage o f  GNP 21.4 2 1 .1 17.5 16.4 15.3 16.4 18.8
Rate o f in c re a se  over p rev ious y ea r 2 . 1 3.5 -7 .5 9 .3 12.9 8.4 16.4
Exports (v a lu e) 222.9 242.8 212.5 208.6 234.3 242.6 295.9
Percentage o f  GNP 9.0 9 .4 7.9 7.3 5.6 6 . 8 7.9
Rate o f  in c re a se  over p rev ious y ea r 3.7 8.9 -1 2 .5 - 1 . 8 12.3 3.5 2 2 .0
Balance o f Trade3 -252 .3 -248 .7 -2 4 2 .3 -288.5 -326 .9 -365.9 -412 .5
Rate o f  in c re a se  over p rev ious y ea r - 0 .2 -1 .4 - 2 .6 19.1 13.3 11.9 15.5
Export-Im port R atio 46.9 49.4 46.7 42.0 41.7 39.9 41.8
In v is ib le  R eceipts ( t o t a l ) 235.7 217.6 237.2 273.2 319.6 379.6 454.3
Tourism 41.5 36.2 41.7 49.3 62.5 76.0 95 .4
Shipping 6 6 .6 60.3 60.3 76.5 1 0 2 .0 108.7 125.3
Emigrant rem ittan ces 75.0 76.7 8 8 .6 90.5 107.5 130.1 168.1
Other^ 52.6 44.4 46.4 56.9 47.6 55.8 65.5
In v is ib le  Payments 49.7 47.7 54.7 65.5 76.1 87.6 99.0
Balance o f  In v is ib le s 186.0 169.9 182.5 207.7 243.5 292.0 355.3
BALANCE ON CURRENT ACCOUNT -6 3 .3 -7 8 .8 -5 9 .8 -8 0 .8 -8 3 .4 -73 .9 -57 .2
Rate o f  in c re a se  over p rev ious y ea r • • 24.5 -2 4 .1 35.1 3.2 -1 1 .4 - 2 2 .6
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TABLE 6-1 (co n t)
1964 1965 1966 1967 1968 1969 1970
Im ports (v a lu e )
Percentage o f  GNP
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Export-Im port R atio 37.1 33.8 35.0 39.0 37.2 37.0 35.9
In v is ib le  R eceip ts  ( t o t a l )  
Tourism 
Shipping





































In v is ib le  Payments 129.3 136.8 154.6 190.0 199.0 244.0 270.0
Balance o f  In v is ib le s 350.2 412.6 481.3 473.0 527.0 552.0 677.0
BALANCE ON CURRENT ACCOUNT















Source: OECD Economic Survey o f  G reece, 1971. NOTES: aExcluding s u p p l ie r s ' c r e d i t s .  ^ In c lu d in g
government s e rv ic e s ,  in su rance  premiums, i n t e r e s t ,  d iv id en d s , p r o f i t s ,  
s a l a r i e s ,  commissions.
TABLE 6-2
GREEK TRADE BY AREA OF ORIGIN AND DESTINATION 
( in  percen tage term s)





S ta te s
Rest o f  
World
Exports to  th e :  
1953 42.0 23.0 1 0 .0 14.7 10.3
1959 39.5 14.3 16.5 ----- 12.9 16.8
1966 35.5 1 2 .6 24.2 0 .6 10.5 26.6
1967 40.4 4 .4 18.1 1 .8 13.2 2 2 .1
1968 47.6 4 .3 15.3 1.5 1 0 .2 2 1 .1
1969 45.1 4.0 16.3 0 .9 9 .8 23.9
1970 45.7 4.5 16.5 1.3 7.5 24.5
Im ports from th e : 
1953 44.0 2 1 .0 1 .0 . . . . . . 20.3
1959 38.2 20.4 7.4 ---- 13.7 26.7
1966 41.5 8 .8 8.3 3.9 1 0 .8 28.0
1967 44.5 8.7 7.7 2 .7 8 .4 27.3
1968 43.7 7 .4 8 .1 4 .8 7 .7 28.3
1969 41.9 7 .1 6 .3 6 .9 9.5 26.8
1970 40.4 9.0 5.2 12.7 5.9 26.8
S ource: OECD Foreign Trade S t a t i s t i c s  t S e rie s  C.
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th e  U nited S t a t e s , G reat B r i ta in  and th e  S o v ie t B loc. Over th e  s i x t i e s  
th e  im portance o f Greek-EEC tra d e  grew , as d id  Japanese im p o rts . The 
m ajor s h i f t  in  ex p o rts  was away from th e  non-EEC European n a t io n s  and 
th e  U nited S ta te s  and tow ards th e  EEC and th e  develop ing  a re a s .  The 
most n o ta b le  s h i f t  in  im port so u rces  i s  from th e  U nited  S ta te s  tow ard 
Japan o v er th e  l a s t  f iv e  y e a rs .
In  Greece im ports  o f te n  se rv e  as  a s tim u la n t to  e x p o r ts .  This 
a r i s e s  from a com bination o f  f a c to r s  in c lu d in g  th e  s ig n i f i c a n t  im ports 
o f  fo re ig n  techno logy  which a re  d ire c te d  to  h ig h ly  c a p i t a l  in te n s iv e  
ex p o rt in d u s t r ie s  (such as m e ta ls ,  mines and c h e m ica ls ); numerous 
e f f o r t s  to  g u aran tee  e x p o rt expansion  whenever im ports in c re a se  t o  o f f ­
s e t  fo re ig n  exchange lo s s e s  and th e reb y  h o ld in g  fo re ig n  exchange
g
re se rv e s  c o n s ta n t;  and, f re e in g  up o f  re so u rc e s  which o therw ise  
would be t i e d  up in  th e  p ro d u c tio n  o f im port s u b s t i tu te s .  This means 
th a t  h ig h e r  im ports a r i s in g  from growing incomes h e lp  t o  e lim in a te  
excess c a p a c ity  (where such e x i s t s )  and to  expand investm en t in  th e  
ex p o rt in d u s t r ie s .  To accom plish t h i s  th e  government r e s o r t s  to  
d iv e rse  m easures to  speed up resp o n ses  to  f re e  m arket fo rc e s .  The 
r e l a t iv e ly  unchanged term s o f tra d e  over th e  decade under s tudy  
r e f l e c t  a response  to  changing p r o f i t  o p p o r tu n it ie s  and a f l e x i b i l i t y
g
and a d a p ta b i l i ty  o f  re so u rc e s  uncommon in  many developing n a t io n s .
80ne o f th e  many d e tr im e n ta l  e f f e c t s  o f  p e r s i s te n t  d e f i c i t s  in  
th e  balance o f  payments i s  an underm ining o f  confidence in  th e  n a t io n 's  
economy through th e  d e p le tio n  o f  fo re ig n  re s e rv e s .  These re se rv e s  se rv e  
th e  dual purpose o f m eeting f lu c tu a t io n s  in  in te r n a t io n a l  accoun ts and 
s tre n g th e n in g  th e  n a t io n a l  cu rrency  b ase .
9For s p e c i f i c  in fo rm atio n  about th e  term s o f t ra d e  f o r  Greece 
see I n te r n a t io n a l  F in a n c ia l S t a t i s t i c s ,  XXV, No. 3 (March 1972), p . 156.
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The s u b tle  and n o t- s o - s u b t le  e f f o r t s  undertaken  by th e  govern­
ment both encourage e x p o rts  and d iscourage im p o rts . The s t r e s s  
g e n e ra lly  i s  on opening up the economy w ith  im port s u b s t i tu t io n  
e f f o r t s  c o n ce n tra ted  in  th e  a g r ic u l tu r a l  and raw m a te r ia ls  s e c to r s .  
Consumer im ports a re  d iscouraged  by a d m in is tra tiv e  c o n tro ls  such as 
de lay in g  im port a u th o r iz a tio n s  o r l ic e n s e s ,  r e q u ir in g  p r io r  d e p o s its  
o f  d u t ie s ,  and th e  e lim in a tio n  o f f in a n c in g  and in s ta l lm e n t c r e d i t  f o r  
fo re ig n  produced g o o d s . O u t r i g h t  r e s t r i c t io n s  on consumer manufac­
tu re s  to  save fo re ig n  exchange a re  con sid e red  bad p u b l ic i ty  and th e r e ­
fo re  are  no t employed. Since consumer m anufactures have in c re a se d  no 
more ra p id ly  than  o th e r  ty p es  o f im p o rts , th ey  do n o t seem w arren ted  
a t  t h i s  p o in t .  The r e l a t iv e ly  f re e  im port p o l ic ie s  in  Greece i n i t i a l l y  
began to  keep dom estic p r ic e s  s ta b le  a f t e r  th e  s ig n i f ic a n t  d ev a lu a tio n  
o f 1953. S ince th e n , f r e e r  tra d e  p o l ic ie s  g e n e ra lly  a re  in  d eference 
to  th e  EEC agreem ent and development needs.
Exports a re  im portan t to  th e  d iv e r s i f ic a t io n  e f f o r t s  in  G reece. 
They re c e iv e  b e n e f i t s  from numerous p o l ic ie s  to  encourage t h e i r  expan­
s io n  in c lu d in g  a C red it Insu rance Fund which in su re s  Greek e x p o rts  
a g a in s t  p o l i t i c a l  o r  economic r is k s  n o t covered by o rd in a ry  in su ran ce  
and a u n if ie d  program f o r  procurem ents by th e  S ta te  and p u b lic  o rg a n i­
z a t i o n s . ^  I t  a ls o  in c lu d e s  su b s id iz e d  i n t e r e s t  r a te s  on e x p o rt
^ S e v e r a l  v o lu n ta ry  a ttem p ts  to  h o ld  down im ports a ls o  e x i s t ,  
th e  most n o tab le  i s  by th e  Automobile Im p o r te r 's  A sso c ia tio n  which 
h e ld  1971 im ports  a t  th e  1970 le v e l .
^Two Years o f  Development (A thens: M in is try  o f  C oord ination
P u b lic  R e la tio n s  D epartm ent, 1970).
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fin a n c in g , ta x  exem ptions and reduced ta x e s  and f a s t  d e p re c ia tio n  
w r i te -o f f s  fo r  in d u s t r ie s  ex p o rtin g  a la rg e  p ercen tag e  o f  t h e i r  o u tp u t.
BALANCE ON CURRENT ACCOUNT: THE INVISIBLES
The v igorous growth o f in v is ib le  r e c e ip ts  r e l a t iv e  t o  payments 
between 1965 and 1970 l e f t  th e  balance on in v is ib le s  w ith  a growing n e t  
s u rp lu s .  These fo re ig n  exchange e a rn in g s , o r ig in a t in g  c h ie f ly  from 
h ig h e r  sh ip p in g  and e m ig ra n t's  rem ittan ce s  and to u rism  r e c e ip t s ,  
helped  o f f s e t  th e  unfavo rab le  balance o f tra d e  and l e f t  th e  d e f i c i t  on 
c u r re n t account much sm a lle r  than  m ight be e x p e c t e d . ^  (Table 6 -1 )
The a b i l i t y  t o  cover a la rg e  p o r tio n  o f  im ports w ith th e se  ea rn in g s  
b ea rs  m a te r ia l ly  on th e  fu tu re  o f Greek p ro s p e r i ty .
In v is ib le s  ea rn in g s  are  t r a d i t i o n a l l y  an im portan t source  o f 
fo re ig n  exchange. Since th e  e a r ly  f i f t i e s ,  o n e - th ird  o r  more o f 
commodity im ports  were covered by them and t h e i r  im portance r e l a t iv e  
to  ex p o rt ea rn in g s  has in c re a se d  in  th e  l a s t  tw enty y e a r s . ^  S ince th e  
in v i s ib le s  a re  a r e l a t iv e ly  s ta b le  source o f  fo re ig n  exchange, th e  
government has n o t d e a l t  as d ra m a tic a lly  w ith  th e  tra d e  d e f i c i t  as  i t  
m ight o therw ise  have.
E m ig ran t's  rem ittan ce s  a re  th e  la r g e s t  source o f  in v i s ib le s  
e a rn in g s ; most come from th e  U nited S ta t e s ,  Canada, th e  S te r l in g  Area 
and th e  EEC. T w o-th irds o f th e  funds a re  from permanent e m ig ra n ts , th e
I n  1970, f o r  exam ple, in v is ib le s  e a rn in g s  covered alm ost 40 
p e r  cen t o f  t o t a l  im ports and e x p o rts  fin a n ced  36 p e r  c e n t.  The r e ­
m ainder was covered through c a p i ta l  in flo w s.
l^Xenophon Z o lo ta s , Monetary E q u ilib riu m  and Economic Develop­
ment (P rin c e to n : P rin ce to n  U n iv e rs ity  P r e s s , 196^), p . l ^ i ,  Table 5 l .
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o th e r  t h i r d  p r im a r ily  from tem porary em ig ran ts  to  West G erm any.^  The 
in c re a s in g  predominance o f  em igrant movement to  th e  European Community 
adds to  th e  c lo se  t i e s  Greece sh a res  w ith  th e  re g io n , bu t a lso  adds to  
th e  u n c e r ta in ty  o f th e se  e a rn in g s . This i s  because th e  rep e rcu ss io n s  
o f  a re c e ss io n  in  EEC n a tio n s  are  most r a p id ly  f e l t  by th e  fo re ig n  
w orker.
Shipping re m itta n c e s  t r i p l e d  over th e  l a s t  decade. They in ­
clude p assen g er and f r e ig h t  charges f o r  u s in g  Greek-owned tr a n s p o r ta ­
t i o n ;  merchant seamen’s re m itta n c e s ; sh ipow ner’s rem itta n ce s  fo r  
fam ily  o r b u s in ess  o p e ra t io n 's  su p p o rt;  sh ip p in g  ta x e s  (which are  q u ite  
low to  encourage sh ip s  to  f ly  th e  Greek f l a g ) ;  sh ip  r e p a i r s ,  and a i r ­
p lane  and sh ip  su p p lie s  purchased  in  Greece.
During th e  s i x t i e s  merchant sh ip p in g  re c e iv e d  government 
a s s is ta n c e  in  th e  form o f  in f r a s t r u c tu r e  expansion  to  promote sh ip  
c o n s tru c tio n  and r e p a i r s ,  m arine in su ra n c e , telecom m unications and 
t r a in in g  f a c i l i t i e s .  The re c e n t unprecendented expansion o f tonnage 
r e g is te r e d  under th e  Greek f la g  was a r e s u l t  o f th e se  measures and 
v a rio u s  ta x  in c e n tiv e s .  Among o th e r  resp o n ses to  th ese  in c e n tiv e s  were 
more new v e s se ls  added to  th e  f l e e t ,  in c re a se d  jobs f o r  seamen (from  
36,547 in  1966 to  over 50,000 in  1971), in c re a se d  fo re ig n  exchange 
e a rn in g s , modernized and expanded sh ip b u ild in g  and r e p a i r  f a c i l i t i e s  
f o r  l i g h t -  and m edium -sized v e s s e ls ,  expanded communication lin k s  and
l^ e rm a n e n t and tem porary Greek em ig ran ts  to  West Germany now 
t o t a l  over 200,000. The re v a lu a tio n  o f  th e  German Marie in  re c e n t y ears  
p re se n te d  Greece w ith a s p e c ia l  g i f t  s in c e  over h a l f  o f  i t s  re m itta n c e s  
a re  in  th a t  cu rren cy .
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sh ip p in g  a g e n c ie s , added f a c i l i t i e s  f o r  n a u t ic a l  ed u ca tio n  and th e  
in tro d u c tio n  o f  a m arine in su ran ce  and c r e d i t  system . 15
Tourism has a ls o  expanded in  th e  l a s t  f i f t e e n  y e a rs . Most 
t o u r i s t s  come from th e  U nited S t a t e s ,1® th e  U nited Kingdom, and the  
European Community. There i s  every  reason  to  expect f u r th e r  r i s e s  in  
t o u r i s t  a r r iv a l s  and ex p en d itu re s  in  G reece, g iven th e  buoyant n a tu re  
o f  consumer demands f o r  t h i s  item . The low c o s t o f  l iv in g  and th e  in ­
c reased  m o b iliz a tio n  o f  re so u rc e s  f o r  t o u r i s t  f a c i l i t i e s  a re  proven
17a s s e ts  in  a t t r a c t in g  fo re ig n  v i s i t o r s .  In Greece p r iv a te  i n i t i a t i v e s  
a re  r e l ie d  on to  e s ta b l i s h  th e se  f a c i l i t i e s  w ith  governm ent's  ro le  
geared  to  ea s in g  t r a n s p o r ta t io n  d i f f i c u l t i e s ,  im proving h i s t o r i c a l  
s i t e s ,  p ro v id in g  in fo rm atio n  about th e  n a tio n  and e s ta b l is h in g  in v e s t­
ment in c e n tiv e s .  The most s e r io u s  in t e r n a l  th r e a t  to  th e  s t a b i l i t y  o f 
tou rism  re c e ip ts  i s  p o l i t i c a l  upheaval, which a t  t h i s  w r itin g  does n o t 
appear im m inent. (Table 6-3  shows t o u r i s t  g row th .)
The high r a te  o f  in c re a se  in  in v is ib le  r e c e ip ts  was immensely
h e lp fu l  to  Greece in  th e  l a s t  te n  y e a rs . No doubt th ey  w i l l  co n tin u e
152 1 st o f A p r i l , op. c i t . , pp. 66 - 6 8 . T ra n s fe rs  o f sh ip s  to
th e  Greek f la g  and th e  e s ta b lish m e n t o f  sh ip p in g  company o f f ic e s  in  
Greece a ls o  in c re a se d  s u b s ta n t ia l ly  under th e  governm ent's  in c e n tiv e  
program s. As a r e s u l t  sh ip p in g  rem ittan c e s  in  1971 ro se  much more 
ra p id ly  than  th e  10 t o  12 p e r  cen t ex p erien ced  in  the  l a s t  s e v e ra l  
y e a rs . See The Economist ( Ju ly  31, 1971), p . x v i.
16Foreign Economic T rends, ET-136, r e p o r ts  th a t  approxim ately  
61 p e r  cen t o f  Greek t o u r i s t  r e c e ip ts  and 38 p e r  cen t o f  i t s  e m ig ra n t 's  
re m ittan ce s  a re  from U nited S ta te s  c i t i z e n s .
^T o u rism  in  OECD Member C o u n tr ie s , Report adopted in  J u ly  1970 
by th e  OECD Tourism Committee ( P a r is :  OECD P u b lic a tio n s  C en te r, 1971).
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TABLE 6-3


















1970 1,484,632 (through 
October)
Source: S t a t i s t i c a l  Yearbook o f G reece, 1960 and 1971
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to  prov ide e s s e n t i a l  a s s i s t s  in  th e  fu tu r e ;  how ever, i t  must be recog­
n ized  th a t  th ey  a re  n o t d i r e c t l y ,  n o r  e a s i l y ,  c o n tro lle d  by dom estic 
18fo rc e s . N e v e rth e le ss , th e  s u b s ta n t ia l  r a te  o f  in c re a se  in  in v i s ib le  
r e c e ip ts  ev id e n t in  th e  p e rio d  under review  in d ic a te s  t h e i r  dynamism 
and encourages an o p t im is t ic  o u tlo o k , p rov ided  th e  n a tio n  i s  aware o f 
p o s s ib le  fu tu re  f lu c tu a t io n s .
EXTERNAL FINANCE AND THE BALANCE OF PAYMENTS
The la rg e  tra d e  d e f i c i t ,  which i s  c u t s u b s ta n t ia l ly  by ea rn in g s  
from i n v i s ib l e s ,  must meet i t s  a d d i t io n a l  fo re ig n  exchange needs from 
e x te rn a l  f in a n c in g —e i t h e r  from p r iv a te  c a p i t a l  in f lo w s , government 
borrow ing , fo re ig n  g ra n ts  o r  a id .  G reece 's  a b i l i t y  t o  f in a n ce  im ports 
w ith i t s  in v i s ib le s  ea rn in g s  and p r iv a te  c a p i t a l  f lo w s, i . e . ,  i t s  
a b i l i t y  t o  e s ta b l i s h  a s e l f - s u s ta in e d  b a lan ce  o f payments e q u il ib r iu m , 
n e c e s s i ta te s  t h i s .
The rosy  economic s i t u a t i o n ,  r e l a t iv e  p o l i t i c a l  s t a b i l i t y  (ex ­
cep t in  th e  1967-68 e a r ly  coup y e a r s ) ,  th e  EEC a s s o c ia tio n  and th e  
a t t r a c t iv e  b e n e f i ts  g ran te d  fo re ig n  in v e s to rs  by l e g i s l a t i v e  decrees 
were th e  m ajor f a c to rs  lead in g  to  a f a i r l y  s u b s ta n t ia l  in flow  o f  c a p i­
t a l  in to  Greece in  th e  1 9 6 0 s .^  Inflow s p r im a r ily  took th e  form o f
^■^The growth r a t e  o f  such r e c e ip ts  i s  q u ite  s e n s i t iv e  t o  econ­
omic, s o c ia l  and governm ental f a c to r s ,  as w e ll as t o  changes in  th e  
growth r a te s  o f d isp o sab le  p e rso n a l incomes and p r ic e s  in  Greece and 
ab road . A new m il i ta ry  coup o r  c i v i l  war could  e lim in a te  t o u r i s t  r e ­
c e ip ts  o v e rn ig h t o r  a  re c e ss io n  abroad  could  lead  t o  a slow er d e c lin e .
^9In th e  e a r ly  s i x t i e s  th e  flow o f  c a p i t a l  in to  Greece was 
m odest. I t s  slow ness was in  p a r t  due to  th e  u su a l f e a r  o f  government 
c o n tr o ls ,  p o l i t i c a l  in s e c u r i ty  o r high r i s k ,  b u t a ls o  a lack  o f demand. 
(Z o lo ta s , op. c i t . , p . 2 1 2 .) By 1965 no lack  o f demand was e v id e n t 
and o th e r  r i s k s  were m inim ized through government g u a ra n te e s .
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p r iv a te  c a p i t a l  funds d e riv ed  from r e p a t r ia te d  Greeks in v e s tin g  in  r e a l  
e s t a t e , 20  p r iv a te  c a p i t a l  funds f o r  b u s in e ss  development o r ex p an sio n , 
and p r iv a te  and p u b lic  funds e n te r in g  the  n a tio n  on b e h a lf  o f  th e  
government such as consortium  and World Bank lo a n s .
H is to r ic a l ly  Greece faced  ch ro n ic  ba lan ce  o f  payments d e f i c i t s ;  
during  i t s  development y ea rs  (1960-1970), i t s  d e f i c i t s  became more 
pronounced. The g o a l o f  th e  governm ent, th e r e f o r e ,  was t o  con tinue  to  
r e l ie v e  th e  immediate b a lan ce  o f  payments c o n s tr a in t  on Greece w ith o u t 
drawing down i t s  r e s e rv e s .  A fte r  th e  p o l i t i c a l  upheaval and th e  can­
c e l la t io n  o f  th e  EIB commitment in  1 9 6 7 ,^  few long -term  investm ent 
funds were a v a i la b le  fo r  t h i s  purpose . The IBRD and th e  IFC eased  the  
c o u n try 's  immediate needs w ith  s e v e ra l  loans in  1968.
An a p p ro p ria te  environm ent f o r  a d d i t io n a l  fo re ig n  investm ent 
was re c re a te d  w ith  th e  r e tu rn  o f p o l i t i c a l  s t a b i l i t y  and ra p id  econ­
omic expansion beg inn ing  in  m id-1968. The u su a l h e s ita n c y  found in  
advanced a re a s  tow ards investm ent in  developing  ones (ex cep t in  s p e c ia l  
f ie ld s  such as p e tro le u m ), was overcome by G reece 's  buoyant economy, 
and by i t s  l e g i s l a t i v e  and o th e r  a s s is ta n c e  to  e n t ic e  firm s through 
a t t r a c t iv e  in c e n tiv e  program s.
Today th e  bulk  o f th e  f in an c in g  fo r  th e  d e f i c i t  comes from p r i ­
v a te  c a p i ta l  in flo w s . G rea te r  confidence by fo re ig n  fin an ce  and 
b u s in e ss  c i r c l e s  tow ards th e  s t a b i l i t y  and dynamism o f the  Greek 
economy c o n tr ib u te  t o  t h i s .  Funds a t t r a c te d  under Laws 89/1967,
20qecD Economic Survey , op. c i t . , p . 20. These cover roughly  
o n e-fo u rth  o f  th e  c u r re n t account d e f i c i t .
2iSee below , C hapter I I I .
176
2687/1953 and 378/1968,22 fin an ced  alm ost tw o - th ird s  o f  the  1970 d e f i -
93c i t  and grew t h i r t y  p e r  cen t over th e  p rev ious y e a r 's  t o t a l .  T o ta l 
fo re ig n  investm ent a p p lic a t io n s  approved under Law 2687/1953 between 
1953 and 1970 amounted to  $2.7 b i l l i o n .  Almost h a l f  o f  t h i s  ($1 .3  
b i l l i o n )  was approved a f t e r  1968.24 The a c tu a l  im plem entation r a te  on 
such approved p ro je c ts  runs c lo se  t o  h a l f  o f  th e  amount com m itted, 
ad though th e  d o l la r  value v a r ie s  co n s id e rab ly  from y e a r  to  y e a r . 26 
Foreign c a p i t a l  o f  t h i s  s o r t  was a m ajor c o n tr ib u to r  to  th e  m oderniza­
t io n  and p ro g re s s iv e  r e s t r u c tu r in g  o f  th e  Greek economy. In f a c t ,  
fo re ig n  investm en ts in  m anufacturing  and mining g e n e ra lly  exceed 
dom estic ex p en d itu re s  on such investm en t a c t i v i t i e s . 26
P r iv a te  long-term  c a p i t a l  flows reached  $244.5 m illio n  in  1970, 
a 56 p e r  cen t in c re a se  over th e  p rev io u s  y e a r  and 82 p e r  cen t h ig h e r  
than  th e  1966 f ig u re .  The p o r tio n  o f t h i s  in  long -term  ven tu re  c a p i ta l  
was $156 m il l io n ,  re p re s e n tin g  an in c re a se  o f 96 p e r  cen t over 1969 and 
126 p e r  cen t over 1966 f ig u re s  f o r  high r i s h , long -term  in v estm en t . 27
22The s ta te d  purpose o f th e se  laws i s  to  tu rn  Greece in to  a  cen­
t e r  o f  in te r n a t io n a l  b u s in e ss  a c t i v i t y .
2 3Foreign Economic T rends, ET 71-107, p . 4.
2^Greece 1971 ^  2.  JL b. I n d u s t r ia l  Country ( A thens:
M in is try  o f  C o o rd in a tio n , unnumbered).
25This i s  becoming le s s  e v id e n t as th e  flow o f p ro je c ts  
s t a r t e d  and com pleted evens o u t.
26ETBA Investm ent Guide (A thens: H e lle n ic  I n d u s t r i a l  Develop­
ment Bank, 1967), p . 80. O verseas B usiness R e p o rts , 70 -46 , p . 5.
2 7 G reece, Economic News, No. 36 (A p ril  1971), p . 4 .
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S u p p lie rs ’ c r e d i ts  met 26 .3  p e r  cen t o f  th e  1970 d e f i c i t ,  
g ra n ts  and loans 9.H p e r  c e n t ,  and p r iv a te  c a p i t a l  in flo w s th e  rem ain­
d e r . S u p p lie rs ' c r e d i t s  as a source  o f  fin an c in g  in c re a se d  from $12.8 
m illio n  in  1965 to  $51.1 in  1970. These c r e d i t s  a re  t im e - l im it  accep­
tance  d r a f t s  ( u su a lly  o f  s ix  to  tw elve months d u ra tio n )  on im p o rts .
Inflow s o f c a p i t a l  reco rd ed  as flow s t o  p r iv a te  monetary i n s t i ­
tu t io n s  a ls o  ro se  s ig n i f i c a n t ly  in  re c e n t y e a rs . A p o r tio n  o f  t h i s  
was in  response t o  th e  v a rio u s  programs in tro d u ce d  to  a t t r a c t  th e  
e a rn in g s  and sav ings o f em igrant w o rk ers , s a i l o r s ,  and o th e r  Greeks 
r e s id in g  abroad in to  dom estic bank d e p o s its .  Many o f th e s e ,  however, 
were used to  purchase r e l a t iv e ly  unproductive  r e a l - e s t a t e .  Even s o , 
th e  fo re ig n  exchange flow i s  augmented.
Government and o th e r  p u b lic  loans a ls o  expanded in  th e  s i x t i e s .  
The IBRD p ro v id ed  over $20 m illio n  in  1970 and $25 m illio n  in  1971 to  
th e  H e lle n ic  I n d u s t r ia l  Development Bank. B r i t i s h  and French banks 
p rov ided  an a d d i t io n a l  $250 m illio n  o f  c r e d i t s  in  1970 to  fin an ce  eq u ip ­
ment pu rchases over th e  n ex t te n  y ears  w hile  a consortium  o f  U nited  
S ta te s  and Canadian banks p ro v id ed  a $60 m illio n  E u ro d o lla r  lo a n . 30
^®They must be p laced  in  advance w ith  th e  Bank o f Greece in  an 
amount eq u a l t o  a c e r ta in  p ercen tag e  o f th e  c . i . f .  va lue  o f im port 
shipm ents f o r  goods in c lu d ed  on c e r ta in  im port l i s t s .  This sum i s  to  
remain on d e p o s it w ith th e  Bank o f  Greece f o r  a minimum p e rio d  which 
v a r ie s  anywhere from two to  fo u r  months depending on th e  good in v o lv ed . 
Machinery and c a p i t a l  goods fin an ced  by th e se  may be ex ten d ed , keeping  
them in  Greece up to  36 months o r  more i f  th ey  " f a c i l i t a t e  th e  execu­
t io n  o f  i n d u s t r i a l  investm en ts  in  G reece." Europeans a re  g e n e ra lly  th e  
most w il l in g  to  ex tend  such c r e d i t  te rm s.
2°OECD Economic Survey , op. c i t . , p . 21.
30G reece, Economic News, No. 36 (A p ril  1971), p . 1 , and No. 37 
(May 1971), p . 3. Also see The Economist ( Ju ly  31, 1971), p . x v i.
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The heavy r e l ia n c e  on s u p p l ie r s ' c r e d i t s ,  p u b lic  borrow ing and 
c a p i ta l  im ports by te c h n ic a l  companies3 -^ in  th e  1966 t o  mid-1968 p e rio d  
c re a te d  an ex cessiv e  sh o r t- ru n  burden o f deb t f in a n c in g  because a l l  
invo lved  high i n t e r e s t  r a te s  and r e l a t iv e ly  s h o r t  repayment p e r io d s .
A la rg e  amount o f su p p lie rs*  c r e d i t s  th e re fo re  were exchanged in  the  
E u ro d o lla r  market f o r  lo n g er-te rm  funds o f th re e  t o  s ix  y e a rs . The 
upsurge in  the  in flow  o f  genuine r is k  c a p i t a l ,  consortium  loans and 
fo re ig n  lo n g -te rm  in d u s t r i a l  c r e d i t s  in  th e  l a s t  th re e  y ea rs  should  
r e l ie v e  such p re ssu re s  in  th e  f u tu r e ,  although  t h e i r  e f f e c t s  w i l l  no t 
be n o tic e a b le  f o r  s e v e ra l  more y e a r s . 32
E x te rn a l deb t s e rv ic in g  as a p ercen tag e  o f  t o t a l  ex p o rts  and 
n e t in v is ib le s  ea rn in g s  i s  as fo llo w s :
1966 7.2 p e r  cen t 1969 13.4 p e r  cen t
1967 7.9 p e r  cen t 1970 14.0 p e r  cen t (p re lim -
1968 7 .6  p e r  cen t in a ry  f ig u re )
The growing d e b t-s e rv ic e  r a t i o  which pushed o f f i c i a l s  t o  seek lo n g er 
term  f in a n c in g  (and r e s u l te d  in  th e  consortium  loan and th e  B r i t is h  
and French c r e d i ts  m entioned above, as w e ll  as a $72 m illio n  IBRD com­
m itm e n t) ,^  and th e  r e c e ip t  o f more fo re ig n  long-term  low i n t e r e s t  
money fo r  developm ent, shou ld  once again  low er i t s  d e b t-se rv ic e  r a t i o .
3^-Technical companies a re  c o n tra c to rs  doing in f r a s t r u c tu r a l  
work fo r  Greek p u b lic  a u th o r i t i e s .  The a u th o r i t i e s  fin an ce  such works 
by fo re ig n  borrow ing under g u aran tees  p ro v id ed  by th e  Bank o f G reece.
32I t  i s  e s tim a te d  th a t  th e  s e rv ic in g  and repayment re sp o n s i­
b i l i t i e s  o f  p u b lic  and p r iv a te  fo re ig n  loans could  reach  $130 m illio n  
in  1973.
33Foreign Economic T rends, ET 71-107, p . 6 .
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P ost-w ar fo re ig n  in d eb ted n ess accum ulated by 1970 was $1.7 b i l l i o n  
(25 p e r  cen t o f which was in  s u p p l ie r s ' c r e d i ts
The p e r s i s te n t  and growing im balance in  in te r n a t io n a l  accounts 
rem ains an im portan t problem f o r  th e  Greek economy. The grave r e p e r ­
cu ss io n s  which norm ally  fo llow  such s i tu a t io n s  are  c u r re n tly  avoided by 
buoyant e x p o rt and in v is ib le s  ea rn in g s  and c a p i t a l  in flo w s . These 
fo rc e s  combine t o  e s ta b l i s h  a more s o l id  base f o r  fu tu re  e q u ilib r iu m  
in  th e  ba lance  o f  payments—b u t they  do n o t gu aran tee  i t .  However, 
p ro sp ec ts  a re  b r ig h te r  fo r  slow ing down o r  s to p p in g  th e  re c e n t worsening 
o f  th e  b a s ic  b a lan c e . But as long as in v i s ib le  r e c e ip ts  and medium- 
and lo n g -te rm  c a p i t a l  in f lo w s , in c lu d in g  lo a n s , only p a r t i a l l y  cover 
th e  tra d e  d e f i c i t ,  ba lance  of payments c o n s id e ra tio n s  w i l l  co n tin u e  to  
p r e v a i l  as a c e n t r a l  l im it in g  f a c to r  a f f e c t in g  th e  economy and th e  
le v e l  o f  grow th. I f  in c re a s in g ly  l a r g e r  d e f i c i t s  o c cu r, Greece may 
have to  dampen i t s  ra p id  growth w ith  s e le c te d  d e f la t io n a ry  a c t i v i t i e s  
to  reduce demand f o r  c e r ta in  c a te g o r ie s  o f im ports and t o  d i r e c t  
investm ent tow ard more p ro d u c tiv e  v e n tu re s . Any s o lu tio n  to  i t s  i n t e r ­
n a t io n a l  d is e q u ilib r iu m  re q u ire s  con tinued  s tre n g th e n in g  o f  the  
s t r u c tu r a l  fo undations o f th e  dom estic economy as w e ll as th e  e n la rg e ­
ment o f i t s  fo re ig n  m arkets and in v estm en ts .
GREECE, THE EEC AND THE BALANCE OF PAYMENTS
The in flu e n c e  o f  the  EEC in  a c c e le ra t in g  th e  movement o f the  
Greek economy upward cannot be ig n o red . I t  pushed Greece away from an 
im p o r t- s u b s t i tu t io n  o r ie n ta t io n  and in to  an outward o r ie n ta t io n  which
^ I n t e r n a t i o n a l  Commerce, May 18, 1970, p . 39.
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m inim ized dom estic m arket c o n s id e ra tio n s . I t  p rov ided  a com petitive  
p r ic e - c o s t  comparison th a t  could  n o t be e a s i ly  ig n o red  and encouraged 
development based  on n a tu r a l  advantages th e reb y  se rv in g  th e  more 
o rd e rly  and r a t io n a l  o rg a n iz a tio n  o f i n d u s t r i a l  e n te r p r i s e s .  I t  then 
prov ided  an o u t le t  f o r  expanded p ro d u c tio n . At th e  same tim e , i t  
e s ta b lis h e d  an advantage f o r  Greece in  term s o f  c a p i t a l  in flow s by 
p ro v id in g  in d i r e c t  access  to  fo re ig n  (non-EEC) b u s in e sse s  den ied  d i r e c t  
access to  Community m arkets.
The preced ing  ch a p te rs  e s ta b l is h e d  th e  p r e f e r e n t i a l  r e l a t io n ­
sh ip  between Greece and th e  EEC, drawing s p e c ia l  a t te n t io n  to  i t s  
ex p o rt and im port e f f e c t s .  Beginning in  J u ly  1968, a l l  non- 
a g r i c u l tu r a l  p roducts  produced in  Greece were exempt from every  
t a r i f f  h indrance e lim in a te d  among th e  member n a tio n s  them selves. In 
a g r i c u l tu r a l  p ro d u c ts , Greece a ls o  b e n e f i t s ,  b u t n o t as f r e e ly  s in c e  
more b a r r ie r s  between member n a tio n s  s t i l l  e x i s t  and some t a r i f f  
quotas con tinue to  p r e v a i l .  At th e  same t im e , Greece m ain ta in s th e  
f u l l  r ig h t  to  p ro te c t  i n t e r i o r  p ro d u c tio n  u n t i l  1974, re l in q u is h in g  
i t s  r ig h t s  only  g ra d u a lly ,  i f  a t  a l l ,  th roughou t th e  rem aining ten  
y e a rs . At t h a t  tim e i t  assumes th e  same d u tie s  and o b lig a t io n s  o f  
e x is t in g  member n a tio n s  in  every  sense  in  o rd e r  to  f o s t e r  economic 
c o o p e ra tio n .
The r is k s  Greece faced  when i t  sought a s s o c ia t io n  w ith th e  EEC 
were fo rm id ab le , although  perhaps le s s  th an  th e  r i s k s  had Greece chosen 
to  go i t  a lo n e . Although th e  e v o lu tio n  o f Greek-EEC tra d e  i s  encour­
ag ing , th e  r e la t io n s h ip  co n tin u es  t o  be c h a ra c te r iz e d  by a s u b s ta n t ia l  
tra d e  d e f i c i t .  C e r ta in ly  i t  was expected  i n i t i a l l y  th a t  Greek im ports
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from th e  EEC would in c re a se  s in c e  customs d u tie s  were s u b s ta n t ia l ly  r e ­
duced and s o p h is t ic a te d  c a p i ta l  equipm ent was needed to  modernize i t s  
economy. In r e tu rn  a l l  Greece could o f f e r  were a g r i c u l tu r a l  p roducts  
w ith  a low income e l a s t i c i t y  o f  demand. The more re c e n t expansion of 
i n d u s t r i a l  e x p o rts  h e lp ed  to  overcome the  dependence o f Greece on the  
EEC f o r  many item s. Also as more i n d u s t r i a l  p ro d u c ts  were produced, 
g r e a te r  d iv e r s i ty  appeared which in  tim e may p erm it Greece to  narrow 
i t s  t ra d e  d e f i c i t  w ith the  Community. Between 1960 and 1966, t h e i r  
d e f i c i t  grew by an average o f 12 p e r  cen t p e r  y e a r  to  1 0 .8  b i l l i o n  
drachma ($360 m il l io n ) .  S ince th en  (1966 to  1970), th e  annual in ­
c rease  in  th e  d e f i c i t  averaged 8 p e r  cen t and now t o t a l s  14.9 b i l l i o n  
drachma ($497 m il l io n ) .  (Table 6 -4)
Since 1962, Greek ex p o rts  to  t h i r d  a r e a s ,  i . e . ,  to  o th e r  than 
EEC members, evo lved  in  a fa sh io n  d i f f e r e n t  from Greek-EEC p a t te r n s .  
Between 1966 and 1970, ex p o rts  to  th e  EEC more than  doubled w hile  im­
p o r ts  from th e  EEC in c re a se d  by le s s  than  60 p e r  c e n t. In i t s  tra d e  
ba lan ce  w ith  non-EEC members th e  d e f i c i t  grew by alm ost 80 p e r  c e n t ,  
as a r e s u l t  o f  a much slow er expansion in  e x p o rts  (33 p e r  cen t)  and a 
s l i g h t l y  f a s t e r  expansion r a te  fo r  im ports (63 p e r  c e n t)  than was t ru e  
f o r  EEC t r a d e .  M oreover, u n t i l  th e  l a s t  f iv e  y e a r s ,  th e  s t r u c tu r e  o f 
Greek e x p o rts  to  the  Community rem ained g e n e ra lly  unchanged w ith a g r i ­
c u l tu r a l  p ro d u c ts  (whose fu tu re  p o s s i b i l i t i e s  o f  expansion are  
co n s id e red  l im ite d )  rem aining o f  m ajor s ig n i f ic a n c e .  Since 1961-62 
when m anufactured p ro d u c ts  re p re se n te d  1 .4  p e r  cen t o f  t o t a l  Greek ex ­
p o r t s ,  such p ro d u c ts  grew in  im portance t o  alm ost 40 p e r  cen t o f  t o t a l  
e x p o rts  in  1970. M anufactures ex p o rts  to  th e  EEC in c re a se d  slow ly
TABLE 6-4
GREEK-EEC COMMERCE AND WORLD COMMERCE SINCE 1960 
(m illio n  drachma)
1960-1962 1963 1964 1965 1966 1967 1968 1969 1970*
Im ports from th e  EEC 8 .1 2 9 .6 1 1 .2 14.1 15.1 15.8 18.2 2 0 .1 23.7
Exports to  th e  EEC 2.25 2 .8 3.4 3 .7 4 .3 6 .0 6 .7 7.5 8 .8
EEC Trade D e f ic it 5.90 6 .8 7.8 10.4 1 0 .8 9 .8 11.5 1 2 .6 14.9
Rate o f  change in
d e f i c i t — 15.1% 14.9% 34.0% 3.6% -9.0% 17.5% 8.9% 18.6%
E xport-Im port R atio 27.70 29.6 30.8 25.9 28.6 37.9 36.6 37.3 37.2
Im ports from th e  r e s t
o f  th e  world 13.1 14.5 15.3 19.9 2 1 .6 19.8 23.6 27.8 35.0
Exports to  th e  r e s t
o f  th e  world 4.5 5.9 5.8 6 .2 7.9 8.9 7 .4 9 .1 10.5
Trade D e f ic it  w ith r e s t
o f  th e  world 8.5 8.7 9 .5 13.8 13.7 10.9 16.2 18.6 24.5
Rate o f  change in
d e f i c i t — 1.5% 9.9% 44.4% -0.4% -20.4% 48.9% 14.8% 31.6%
Export-Im port R atio 3 4.6 40.3 37.8 31.0 36.4 44.8 31.2 32.8 30.0
TABLE 6-4  (co n t)
1960-1962 1963 1964 1965 1966 1967 1968 1969 1970*
Im ports from th e  EEC 
as a percen tage o f 
t o t a l  im ports 38.4 39.9 CO•
CM* 41.3 41.3 44.5 43.6 41.9 40.4
Exports to  th e  EEC as 
a percen tage  o f 
t o t a l  exports 33.1 32.7 37.5 37.2 35.5 40.3 47.5 45.1 45.7
Greek-EEC d e f i c i t  
as a percen tage 
o f t o t a l  d e f i c i t 40.8 43.8 44.9 43.1 44.1 47.4 41.6 40.3 37.8
A g r ic u ltu ra l exports  
to  th e  EEC as a 
percen tage  o f t o t a l  
ex p o rts  to  th e  EEC 68.3 70.5 69.8 73.8 66.7 64.0 57.0 49.6
A g r ic u ltu ra l exports  
to  th e  r e s t  o f  the 
w orld as a p e rc e n t­
age o f  t o t a l  exports  
to  th e  r e s t  o f  th e  
world 41.9 45.9 40.8 40.5 40.2 36.2 27.1 24.5
Source: Computed from OECD S t a t i s t i c s  on Foreign T rade, S e r ie s  B. ^P re lim inary
18*+
u n t i l  1966—although  a t  a f a s t e r  r a te  than  d id  m anufactures e x p o rts  to  
t h i r d  a re a s .  A fte r  1966, Greek m anufactures in c re a se d  co n sid e rab ly  
w ith  t h e i r  sh a re  now e q u a l to  h a l f  o f  t o t a l  EEC im ports from Greece.
P r iv a te  c a p i t a l  flows through EEC i n s t i t u t i o n a l  f a c i l i t i e s  a re  
no lo n g er p o s s ib le  u n t i l  Greece resumes a p a rlia m e n ta ry  form o f  govern­
ment. 35 C a p ita l flows o r ig in a t in g  from p r iv a te  and s t a t e  agencies in  
th e  in d iv id u a l member s t a t e s  ( p a r t i c u la r ly  F ran ce , West Germany and 
I t a ly )  grew p r o l i f i c a l l y  in  th e  l a s t  te n  y e a rs —over h a l f  o f  a l l  p r i ­
v a te  long-term  c a p i t a l  flow s s in c e  1968 came from member n a tio n s  and 
alm ost 70 p e r  cen t o f  s u p p l ie r s ’ c r e d i ts  o r ig in a te d  th e r e . 36
The o v e ra l l  pre-1966 and post-1966 p ic tu re s  are  q u ite  d i f f e r ­
e n t .  Pre-1966 saw a d e fe c tiv e  ex p o rt s t r u c t u r e ,  l im ite d  co m p e titiv e ­
ness in  p ro d u c tio n , high im port demands f o r  consumer m anufactures and 
modest c a p i ta l  in flo w s . Post-1966 shows a d iv e r s i f ie d  economy where 
minor ex p o rts  assume in c re a se d  im portance , co m p etitiv en ess i s  expanding ,
c a p i ta l  in flo w s common and demand fo r  consumer m anufactures s tea d y  as
37a percen tage o f  t o t a l  im p o rts . The co n s id e rab le  d if fe re n c e  in  t a r i f f  
r a te s  in  th e  two a reas  are  being  re c o n c ile d  and th e  impetus t o  improve 
co m p etitiv en ess  o f e x is t in g  e s ta b lish m e n ts  c o n tin u in g . I f  ex p o rts  
oontinue t h e i r  u n p a ra lle d  ex p an s io n , and im ports remain m anageable, th e  
r e a l i z a t io n  o f th e  o b je c tiv e s  o f th e  a s s o c ia t io n  agreement a re  w ith in  
reach w ithou t a t  th e  same tim e endangering  th e  Greek economy.
35See C hapter I I  below .
36G reece, Economic Hews, No. *il (A ugust, 1971), pp. 2 -3 .
3?Some might view t h i s  as an improvement s in c e  income grew q u ite  
r a p id ly  a t  th e  same tim e .
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FULL GROWTH BALANCE OF PAYMENTS AND RELATED CONSIDERATIONS
H is to r ic a l  a n a ly s is  t e l l s  us th a t  as dom estic b u s in ess  a c t i v i t y  
expands in  a developing n a t io n ,  i t  i s  q u ite  reaso n ab le  to  expect im­
p o r ts  to  grow r e la t iv e  t o  e x p o r ts ,  and th a t  g e n e ra lly  t h i s  predom inates 
th e  o v e ra l l  ba lance  o f payments s in c e  ex p o rts  and im ports a re  s i g n i f i ­
can t in  r e la t io n  to  incom e, and c a p i t a l  t ra n s a c t io n s  a re  sm a ll. But 
l i t t l e  i s  s a id  about hew long t h i s  w i l l  co n tin u e .
Recent a n a ly s is  in d ic a te s  th a t  in  a developing  a re a  s t r e s s in g  
an open o u tlo o k , ex p o rts  and im ports o fte n  have more th an  a p ropor­
t io n a te  in f lu e n c e  on n a t io n a l  incom e, employment, o r  l iv in g  s ta n d a rd s ;  
th a t  i s ,  a high s e n s i t i v i t y  to  th e  a c t i v i t i e s  o f  th e  fo re ig n  s e c to r  
e x i s t s . '* 8 In th a t  c a se , th e  a b i l i t y  to  e s tim a te  o r measure th e  i n f lu ­
ences o f  such e f f e c t s  would b e a r  co n s id e rab ly  on a n a t io n ’s development 
s t r a te g y  s in c e  p ro je c ts  could  then  be promoted on th e  b a s is  o f  t h e i r  
p o te n t ia l  to  add to  n e t  fo re ig n  exchange ea rn in g s  in  th e  lo n g -ru n . 39 
In  t h i s  way a n a tio n  e v e n tu a lly  might overcome i t s  heavy fo re ig n  ex­
change d ra in  from th e  expanding im ports a s so c ia te d  w ith i t s  development 
e f f o r t s .  In any c a s e , th e  c lo se  in te r - r e l a t io n s h ip  between th e  growth 
and s t a b i l i t y  o f  th e  dom estic economy to  e x te rn a l  fo rc e s  in  a n a tio n  
w ith  a h igh s e n s i t i v i t y  t o  th e  fo re ig n  s e c to r  encourages a d d it io n a l  
in q u iry  in to  c o n s id e ra tio n s  a f f e c t in g  t h i s  r e la t io n s h ip .
38For exam ple, where an ex p o rt p roduct accounts f o r  85 to  90 
p e r  cen t o f  a g r ic u l tu r a l  incomes (such as cocoa in  Ghana in  th e  l a t e  
f i f t i e s )  and where a g r i c u l tu r a l  incomes predom inate n a t io n a l  incom e,a 
s l i g h t  f lu c tu a t io n  in  th e  p r ic e  o f  th e  ex p o rt commodity could  have a 
s u b s ta n t ia l  impact on th e  n a t io n 's  economy.
39UNCTAD, Growth, Development A id, and Finance C onference,
TD7/Supplement 4 , pp. 116-119. —— —— —
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Greece i s  a n a tio n  where ch ro n ic  d e f i c i t s  were the  ru le  fo r  
th e  l a s t  tw enty y e a rs . D espite t h i s ,  i t s  fo re ig n  exchange r a te  r e ­
mained s tea d y  and ap p a ren tly  u n th re a te n e d , and i t s  c a p i t a l  in flow  grew. 
I t s  g e n e ra l economic v ig o r  and i t s  expanding and d iv e r s i f ie d  ex p o rt 
a b i l i t i e s  and in v is ib le s  e a rn in g s  p a r t i a l l y  e x p la in  t h i s ,  as does th e  
s tre n g th e n in g  o f  i t s  dom estic economic s t r u c tu r e .  Our ooncem , 
however, i s  w ith what was s im u ltan eo u sly  happening in  i t s  e x te rn a l  
accounts as in d u s t r i a l i z a t io n  o c cu rre d , and w hether any n o tic e a b le  
changes appear in  th e se  accounts over tim e .
To s tudy  t h i s  r e la t io n s h ip  i t  may be u s e fu l to  modify and ex­
pand an id e a  d iscu ssed  by Roy Harrod concerning a " f u l l  growth ba lance  
o f payments su rp lu s  (o r  d e f i c i t ) " . 40 This id e a  p a r a l l e l s  one c u r re n tly  
in  vogue, the  " f u l l  employment budget s u rp lu s " ,  and i t s  development i s  
p a r t ic u la r ly  m eaningful fo r  developing  a re a s  where ch ron ic  d e f i c i t s  in  
th e  c u rre n t account a re  common, b u t where i t  i s  o fte n  d i f f i c u l t  where 
d e f i c i t s  are  growing to  determ ine i f  any r e a l  improvement in  the 
n a t io n 's  in te r n a t io n a l  p o s it io n  i s  l ik e ly .  Development o f such c r i t e r i a  
i s  needed and d e s ire d  as a g u id e lin e  fo r  th e  country  and fo r  i t s  
p lann ing  and p o lic y  making o f f i c i a l s .
This id e a  m ight a ls o  add depth to  th e  u su a l " d e b to r -c re d ito r"  
concep t1*  ^ employed to  d e sc rib e  the  c h a r a c te r i s t i c s  o f in te r n a t io n a l
^R oy  H arrod, "A ssessing  th e  Trade R e tu rn s ,"  Economic J o u rn a l ,  
LXXVII, No. 307 (Septem ber 1967), pp. ^99-511.
^ T h is  reco g n izes  fo u r  ty p ic a l  s ta g e s  o f growth as a n a tio n  
moves from a young a g r i c u l tu r a l  one to  a  w ell-d ev elo p ed  in d u s t r i a l  
economy. The f i r s t  i s  th e  young and growing d e b to r  w ith  im ports g r e a te r  
than ex p o rts  and th e  excess f in an ced  by borrow ing. The second i s  th e  
m ature d eb to r where the  ba lance  o f  tra d e  i s  f a v o ra b le , b u t p a s t  deb ts
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debt over tim e . That concept g iv es  only a l im ite d  o u tl in e  o f the  ev o lu ­
t io n a ry  s t r u c tu r e  o f  th e  ba lance  o f  payments and g iv es  l i t t l e  in s ig h t
in to  th e  e x te n t  o f debt th a t  i s  a p p ro p ria te  o r  can be handled  by a 
young and growing n a t io n .  Combining th e  H arrod id e a  w ith th e  d e b to r-  
c r e d i to r  one may p rov ide  a framework w ith in  which one can d is t in g u is h  
w hether a developing  n a tio n  i s  making p ro g ress  tow ards i t s  g oal o f  
s e l f - s u f f ic ie n c y  in  th e  e x te rn a l  s e c to r ,  o r  w hether i t  needs p a r t i c u la r  
a s s i s ta n c e ,  fo re ig n  a id ,  e t c .  .
Using th i s  " f u l l  growth ba lance  o f payments" co n cep t, p o lic y ­
makers in  Greece would a ttem p t t o  e s ta b l i s h  a ba lance o f payments p o s i­
t io n  which d id  no t re p re s s  growth below i t s  p o te n t i a l  even i t  i t  f a i l s  
to  improve i t s  in te r n a t io n a l  p o s it io n  in  th e  s h o r t - ru n .  As Harrod 
s ta t e s  i t :
I f  a t  tim e a th e  ba lan ce  o f payments was such th a t  i t
appeared th a t  c o r re c t iv e  measures should  be ta k e n , and i f
between tim e a and tim e b th e  ba lance o f  payments improved 
and perhaps came in to  eq u a l b a la n c e , s o le ly  owing to  growth 
being  dampened, th en  th e  need f o r  c o r re c t iv e  m easures a t  
tim e b would be no le s s  th an  i t  was a t  tim e a .*^
To develop t h i s  id e a  more f u l l y ,  f u r th e r  c l a s s i f i c a t io n  o f  im­
p o r ts  and e x p o rts  i s  n e c e ssa ry . Such c l a s s i f i c a t io n s  are  d i f f i c u l t  
and w i l l  determ ine th e  u se fu ln e ss  o f th e  e x e rc is e  i t s e l f .  G enerally  
sp eak in g , im ports re q u ire d  f o r  i n d u s t r i a l  expansion  and g e n e ra l 
development invo lve  b a s ic  m a te r ia ls  n e ed s , m anufactures f o r  f u r th e r
^ ( c o n t . )  s t i l l  p rev en t any p o s i t iv e  c u r re n t account ba lan ce  
(and n e t c a p i t a l  movements a re  z e ro ) . The young c r e d i to r  s ta g e  shows 
growth in  a p o s i t iv e  tra d e  ba lance  w ith  fo re ig n  c r e d i t  ex tended . The 
fo u rth  s ta g e  i s  th e  advanced o r  mature c r e d i to r  s ta g e  which a llo w s an 
unfavorab le  t ra d e  ba lan ce  to  be p a id  fo r  from e a rn in g s  on p a s t  len d in g .
^ H a r ro d , op. c i t . , p . 500.
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p r o c e s s i n g , * ^  and f u e l s .  Fuels o fte n  belong in  s e v e ra l  c a te g o r ie s  
because t h e i r  r o le  in  an economy i s  d iv e rse . They may re p re s e n t a  raw 
m a te r ia l  f o r  f u r th e r  p ro c e ss in g  in  i n d u s t r i a l  p ro d u c tio n , o r  a p ro v id e r  
o f power f o r  i n d u s t r i a l  and home u se ; consequen tly  they  a re  p a r t i a l l y  
determ ined by f a c to r s  u n re la te d  to  i n d u s t r i a l  p ro d u c tio n , i . e . ,  au ton­
omous f a c to rs  r e l a t in g  to  th e  n a t io n 's  g e n e ra l developm ent. In 
G reece, s in c e  dom estic power i s  alm ost t o t a l l y  d eriv ed  from an in te r n a l  
power source  ( l i g n i t e ) ,  any fu e ls  im ports a re  co n sid e red  raw m a te r ia ls  
r e la te d  d i r e c t ly  to  i n d u s t r i a l  expansion .
Food im ports a re  a n o th e r d i f f i c u l t  item  to  c l a s s i f y .  They are  
n o t d i r e c t ly  r e l a t e d  to  in d u s t r i a l  p ro d u c tio n  and w ith in c re a se d  
dom estic e f f ic ie n c y  Greece could  produce la r g e r  q u a n t i t ie s  o f  meat and 
d a iry  p ro d u c ts , and p rov ide  f o r  i t s  cwn n eed s . S ince food im ports 
h e ld  s te a d y  o r d e c lin ed  th roughou t th e  e a r ly  s i x t i e s  as a p ercen tag e  o f  
t o t a l  im ports (and s in c e  th e  demand e l a s t i c i t y  which e x i s t s  f o r  t h i s  
p a r t i c u la r  type o f  food item  in c re a se s  as incomes grow ), i t  seems more 
r e a l i s t i c  a t  t h i s  p o in t to  c o n s id e r  food in  th e  ca teg o ry  o f be ing  in ­
fluenced  by autonomous f o rc e s ,  r a th e r  th an  one determ ined by com p etitiv e  
c o n d itio n s . In  th e  n e x t decade i t  might be p re fe ra b le  to  r e v is e  t h i s .  
Any o th e r  im ported item  in v o lv es  one which i s  n e i th e r  a fu n c tio n  o f  
i n d u s t r i a l  expansion n o r  e s s e n t i a l  t o  th e  g e n e ra l development o f th e  
n a tio n .
Three m ajor c a te g o r ie s  o f im ports a re  d is c e m a b le .  They are  
the  same th a t  Harrod proposed: (1 ) im ports  which a re  d i r e c t ly  r e la te d
^Some o f th e se  may r e v e r t  to  an o th e r ca teg o ry  i f  in c re a se d  
e f f ic ie n c y  p erm its  home p ro d u c tio n  in  th e  fu tu re .
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to  i n d u s t r i a l  p ro d u c tio n , such as raw m a te r ia ls  in p u ts  and c a p i t a l  
goods; ( 2 ) im ports e s s e n t i a l  to  developm ent, b u t n o t d i r e c t ly  r e la te d  
to  in d u s t r i a l  expansion , such as food and f u e l s ;  and (3) im ports no t 
e s s e n t ia l  to  development b u t which occur because o f  th e  i n a b i l i t y  o f 
th e  dom estic p roducers  to  compete w ith w orld p ro d u c e rs , such as  many 
consumer goods and luxury  item s. In any given p e r io d  o f  t im e , th e  
f i r s t  two c a te g o r ie s  a re  e s s e n t ia l ly  u n re la te d  to  th e  com petitive  
e f f ic ie n c y  o f  th e  dom estic economy, expanding as i t  grows. The t h i r d  
c a te g o ry , however, i s  in flu e n c ed  by p r ic e s ,  p roduct q u a l i ty ,  consumer 
t a s t e s  and p re fe re n c e s , h a b i t ,  e t c . ,  and may be d isp la c e d  by dom estic 
p ro d u cers ; th e r e fo r e ,  im ports o f  such item s need no t r i s e  as  g en e ra l 
expansion o cc u rs .
Once item s a re  a ssig n ed  to  a ca teg o ry  we can dev ise  a m easuring 
rod  to  h e lp  ex p la in  ( 1 ) th e  r e la t io n s h ip  between in d u s t r i a l  expansion 
and im p o rts , and ( 2 ) th e  l ik e ly  e v o lu tio n a ry  c h a ra c te r  o f  the  balance 
o f  tra d e  accoun t. While th e  l a t t e r  i s  n ecessa ry  to  h e lp  determ ine 
w hether an expansion in  im ports ( o r  e x p o rts )  i s  harm ful to  th e  d ev e l­
opment e f f o r t ,  th e  form er i s  n ecessa ry  to  he lp  e s ta b l i s h  th e  l a t t e r  
and to  ex p la in  more f u l ly  th e  n a tu re  o f  in d u s t r i a l  p ro g ress  in  newly 
advancing a re a s .
One might begin to  a s se s s  a n a t io n 's  fo re ig n  tra d e  ro le  by 
comparing i t s  r a te  o f  growth o f  re q u ire d  im ports ( i . e . ,  Category I ,  
i n d u s t r i a l  m a te r ia ls ,  and I I ,  g en e ra l development im ports) w ith  i t s  
r a te  o f  growth in  " n e t e x p o r ts " . "Net ex p o rts"  i s  an a ttem p t to  
measure th e  co m p etitiv en ess  o f th e  economy; i t  i s  determ ined by 
s u b tra c t in g  Category I I I  im ports from t o t a l  e x p o r ts .  For economic
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development and d iv e r s i f ic a t io n  to  o ccu r, i . e . ,  f o r  Greece to  pursue 
i t s  f u l l  growth ba lan ce  o f  paym ents, i t  becomes n ecessa ry  f o r  re q u ire d  
im ports to  exceed n e t  e x p o rts  ( i . e . ,  a ch ro n ic  d e f i c i t  on th e  tra d e  
account a r i s e s )  through a n e t  in flow  o f  a id ,  fo re ig n  investm en t o r  
in v is ib le s *  r e c e ip t s .  In  t im e , how ever, as th e  co m p etitiv en ess  o f  th e  
economy grow s, the  margin between re q u ire d  im ports and n e t  ex p o rts  
whould narrow  u n t i l  th e  growth in  e x p o rts  m atches o r  exceeds th e  r a te  
o f  growth in  re q u ire d  im p o r ts .****
In a d d it io n  to  th e  problem s which a r i s e  in  d e fin in g  c a te g o r ie s ,  
th e re  i s  some d i f f i c u l t y  r e l a t in g  in d u s t r i a l  m a te r ia ls  im ports t o  th e  
r a te  o f  i n d u s t r i a l  growth because o f  l a g s ,  s to c k p il in g  o f  m a te r ia ls  
and equipm ent, b u s in e ss  e x p e c ta t io n s ,  e t c .  . Y et, t h i s  e s tim a te  i s  
n ecessa ry  t o  g ive  us a rough measure o f  th e  i n d u s t r i a l  p ro d u c tio n  
e l a s t i c i t y  o f demand fo r  im p o rts . To h e lp  overcome t h i s  th e  p e rio d  
chosen fo r  comparison covers over te n  y e a rs . A s in g le  c a lc u la t io n  i s  
then  made fo r  th a t  tim e p e r io d . F urtherm ore, a more c a r e fu l  determ in­
a tio n  o f  im port volumes and a more d e ta i le d  breakdown o f  m anufactured 
and re q u ire d  im ports (and value added) than  what i s  c u r re n tly  a v a ila b le  
would s tre n g th e n  th e  meaning o f  t h i s  m easure.
Over th e  f u l l  ten  y e a r s ,  Greece ex p erien ced  s l i g h t l y  h ig h e r  
than a 1 :1  r e la t io n s h ip  between im ports o f  i n d u s t r i a l  m a te r ia ls  and 
in d u s t r i a l  p ro d u c tio n , i t s  r a t i o  running 1 .2 5 :1 . (T able 6 -5 ) However,
UUlt goes w ith o u t say in g  th a t  i f  n e t ex p o rts  exceed re q u ire d  
im p o rts , th e  n a tio n  has moved, o r  i s  moving, to  a n e t c r e d i to r  
p o s i t io n —som ething which i s  n o t an is su e  h e re .
TABLE 6-5
FULL GROWTH BALANCE OF PAYMENTS' INDICATORS 
( in  percen tage term s)
Year
I n d u s t r ia l  P roduction 
Average Rate o f  In ­
crease  over Previous 
Year
Category I Im ports: 
Average Rate o f In ­
c rease  over Previous 
Year
Category I 6 I I  Im­
p o r ts  : Average Rate 
o f  In c rease  over P re­
vious Year
Net E x p o rts , 1959 
P r ic e s ,  Average 
Rate o f  In c rease  
over P revious Year
1960 6 .8 - 2 2 .0 16.5 - 6 .0
1961 1 0 .1 80.8 20.9 -5 .0
1962 5.5 14.9 8.3 -6 .7
1963 9 .1 12.7 15.2 28.6
1964 14.1 22.7 18.8 -1 6 .7
1965 1 1 .8 21.4 19.5 -1 3 .3
1966 24.4 10.5 9 .0 23 .1
1967 5.5 0.5 0 .0 40.6
1968 20.7 16.2 1 0 .8 1 2 .2
1969 29.1 13.5 24.9 59.8
1970 17.1 ( e s t ) 20 .7  ( e s t ) 4 .5  ( e s t ) 28.6 ( e s t )
1959-70 154.1 191.9 148.4 144.8
1959-65 57.3 130.5 99.2 -  5 .8
1965-70 108.3 82.8 68.7 150.6
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by choosing two d i s t i n c t  p e rio d s  w ith in  th e  d a ta , 1^  1959-65 and 
1965-70, we can more c le a r ly  view th e  growth p ro cess  which took p lace  
in  G reece. In  th e  e a r l i e r  p e r io d , every  one p e r  cen t in c re a se  in  
i n d u s t r i a l  p ro d u c tio n  re q u ire d  a 2 .28  p e r  cen t in c re a se  in  im ports o f  
in d u s t r i a l  m a te r ia ls .  During th a t  tim e only a l im ite d  expansion in  
i n d u s t r i a l  o u tp u t o c cu rre d , b u t s e v e ra l  m ajor i n d u s t r i a l  complexes 
fin an ced  by c a p i t a l  in flo w s were undertaken . By th e  l a t t e r  p e r io d , 
th e  i n i t i a l  expansions were w e ll underway o r  com pleted w ith excess 
c ap ac ity  b u i l t  in to  th e  f a c i l i t i e s ;  a ls o  some o f th e  investm en ts in ­
volved p la n ts  fo r  p ro cess in g  raw m a te r ia ls  (and l im ite d  c a p i ta l  goods 
p ro d u c tio n ) which were th en  ab le  to  supply  m a te r ia ls  a t  com petitive
il6p r ic e s  fo r  o th e r  dom estic in d u s t r ie s .
During th e  1966-1970 p e r io d , th ese  f a c to rs  combined to  f o s te r  
a s ig n i f i c a n t  d e c lin e  in  i n d u s t r i a l  m a te r ia ls  im ports to  0.763 p e r  cen t 
fo r  each p ercen tag e  change in  in d u s t r i a l  o u tp u t. More than  l ik e ly  t h i s  
r a t i o  w i l l  again  creep  upwards somewhat as new f a c i l i t i e s  o r  new ty p es  
o f  p ro d u c tio n  are  in tro d u c e d , although as long as Greece co n tin u es  t o  
s t r e s s  in d u s t r ie s  based  on dom estic re s o u rc e s , and as long as i t s  
added a b i l i t y  to  p rov ide  sem i-m anufactures develops c o n c u rre n tly , a 
r a t  o h ig h e r  than 1 :1  i s  u n lik e ly .  To say more than  t h i s  i s
^ A lth o u g h  Harrod in d ic a te d  th a t  the  lo n g er tim e p e rio d  was 
b e t t e r  a b le  to  overcome in v en to ry  and o th e r  d i f f i c u l t i e s ,  h is  conclu­
s io n s  h e ld  up under s im i la r ly  s h o r t  p e rio d s  as long as th ey  were long 
enough fo r  such changes to  average o u t.
**6Some such s u b s t i tu t io n s  ( e . g . ,  t e x t i l e s  and m etals  in  Greece) 
can be expected  as d iv e r s i f ic a t io n  o ccu rs . Im port s u b s t i tu t io n  o f  
consumer goods are  r e f l e c te d  in  a r e l a t iv e ly  h ig h e r  n e t  ex p o rts  f ig u r e ;  
those  in v o lv in g  p ro cessed  raw m a te r ia ls ,  sem i-m anufactures and c a p i t a l  
goods a re  r e f l e c te d  in  a r e l a t iv e ly  lcw er re q u ire d  im ports f ig u re .
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unw arrented because o f  th e  lack  o f  re fin em en ts  in  the  d a ta  and th e  
s t a t i s t i c a l  to o ls  employed.
Because an expanding dom estic r a te  o f growth r e q u ire s  h ig h e r  
n e t e x p o r ts ,  r e l a t iv e  to  re q u ire d  im p o rts , th e  accompanying ta b le  a ls o  
shews th ese  f ig u re s  f o r  G reece. Over th e  e n t i r e  p e r io d , im ports o f 
consumer m anufactures grew from $146 m illio n  t o  $369 m illio n  (1969) 
bu t e x p o rts  expanded e q u a lly  as f a s t  r e s u l t in g  in  s im i la r  r a te s  o f  
expansion f o r  each one over th e  f u l l  p e r io d . Of g r e a te r  i n t e r e s t ,  
how ever, i s  th e  f iv e  y e a r  p e rio d  1966-70 when n e t  e x p o rts  grew a t  over 
tw ice th e  r a te  o f  re q u ire d  im p o rts . This r e f l e c t s  th e  success  o f 
e a r l i e r  i n d u s t r i a l  im ports to  s tim u la te  th e  economy as a whole and ex­
p o rts  in  p a r t i c u la r .  As long as n e t  e x p o rts  con tinue to  expand more 
ra p id ly  than  re q u ire d  im ports th e re  i s  reason  to  ex p ect Greece t o  u l t i ­
m ately  c lo se  th e  gap between m erchandise e x p o rts  and im p o rts .
This " f u l l  growth ba lance  of payments" id e a  em phasizes th e  b a s ic  
need fo r  heavy im ports  to  f a c i l i t a t e  an expansion o f  in f r a s t r u c tu r e  and 
in d u s t r i a l  complexes in  th e  e a r ly  y ea rs  o f development (bo th  in  Greece 
and e lse w h e re ) . A fte r  t h i s  i n i t i a l  t h r u s t ,  although i n d u s t r i a l  m ater­
i a l s  im ports may rem ain e s s e n t i a l  to  f u r th e r  ex p an sio n , t h e i r  r a te  o f 
in c re a se  r e l a t iv e  to  th e  r a te  o f  in c re a se  in  i n d u s t r i a l  p ro d u ctio n  
slows co n s id e rab ly  as th e  n a tio n  succeeds in  overcoming th e  decay and 
in e f f ic ie n c ie s  i n i t i a l l y  p re se n t in  i t s  economy. Our f ig u re s  fo r  
Greece probably  o v e res tim a te  ( th e  speed and magnitude o f)  t h i s  d ec lin e  
because o f th e  e x te n s iv e  excess c a p a c ity  b u i l t  in to  th e  i n i t i a l  in ­
vestm ents , th e  s tro n g  emphasis p laced  on expanding p ro cess in g  and raw
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m a te r ia ls  p ro d u c tio n  ,**7 and i t s  d ec is io n  n o t to  g e t invo lved  in  
h e a v ie r  in d u s t r ie s  such as s t e e l  in  i t s  e a r ly  development y e a rs .
O ther n a tio n s  m ight f in d  a  r e l a t iv e ly  high i n d u s t r i a l  m a te r ia ls  need 
fo r  a much lo n g er p e r io d  i f  th e  emphasis o f  t h e i r  developm ents o r  b a s ic  
re so u rce  endowments a re  d i f f e r e n t .
CONCLUDING REMARKS
This com pletes our f i r s t  concern which was a d e ta i le d  a n a ly s is  
o f  th e  s p e c i f ic  n a tu re  o f  economic expansion in  G reece. O v e ra ll,  th e  
ju d ic io u s  use o f  p o lic y  m easures and th e  EEC a s s o c ia t io n  p r o f i t  i t s  
development e f f o r t s .  Of e q u a l ,  o r  even g r e a te r  s ig n i f ic a n c e ,  i s  an 
u n fa l te r in g  t r u s t  in  and use o f a r e l a t iv e ly  u n fe t te re d  m arket mech­
anism  to  guide and r a t io n  re so u rc e s . T h is , in  i t s e l f ,  makes Greece 
worth n o tin g .
The rem aining c h a p te r  only in d i r e c t ly  concerns th e  Greek expan­
s io n  e f f o r t s ;  i t s  m ajor em phasis i s  to  co n s id e r c e r ta in  n o tio n s  
prom inent in  development l i t e r a t u r e  in  l ig h t  o f  th e  Greek ex p e rien ce . 
The ensu ing  d isc u ss io n  o f  th e se  id eas  leaves th e  p r e s c r ip t io n  f o r  
economic development u n w ritte n ; b u t i t  does p rov ide  some in s ig h t  in to  
th e  com plexity  o f a  development p ro ce ss .
^7This i s  r e f l e c te d  in  th e  m ajor im portance o f  th e  m e ta l 's  
in d u s t r ie s  in  G reece 's  o v e r a l l  developm ent.
CHAPTER VII :  CONCLUDING ANALYSIS AND REMARKS
A RECAPITULATION AND SOME INTRODUCTORY COMMENTS
The l a s t  th re e  ch a p te rs  p ro v id e  an in  depth p re s e n ta t io n  and 
a n a ly s is  o f  th re e  c r i t i c a l  a re a s  o f  th e  Greek economy e s p e c ia l ly  as 
development e f f o r t s  in  each a re a  r e l a t e d  t o  th e  Athens T rea ty  and to  
dom estic p o lic y  c o n s id e ra tio n s . Greece p re se n ts  a somewhat unique and 
o p t im is t ic  s i tu a t io n  in  th e  l a s t  decade by combining a r e l a t iv e ly  high 
growth r a te  w ith  c o n s id e ra b le  r e l ia n c e  on th e  m arket mechanism as th e  
means by which to  ach ieve i t .
The a c tu a l  consequences th a t  s p e c i f i c  and g e n e ra l p o l ic ie s  had 
on a p a r t i c u la r  n a tio n  (G reece) was analyzed  in  l ig h t  o f t h a t  n a t io n 's  
p a s t  economic perfo rm ance, p re se n t s t r u c t u r a l  improvements and l ik e ly  
changes in  th e  f u tu r e .  In  t h i s  way b a s ic  problem s o r  c o n d itio n s  l ik e ly  
to  be encoun tered  in  expanding economic p o lic y  on a n a t io n a l  and a 
s u p ra n a tio n a l*  b a s is  were i s o la te d  o r  a n t ic ip a te d  and d isc u sse d .
One f a c to r  tem pering  th e  co n c lu s io n s  in  s tu d ie s  on tra d e  
p re fe re n c e s  o r re g io n a l  in te g r a t io n  i s  th e  slow n a tu re  o f g eo g rap h ica l 
responses to  changing economic and p o l i t i c a l  c o n d itio n s . The e f f e c t s  
o f  t r e a t i e s  on ta x e s ,  m onetary arran g em en ts , s o c ia l  in su ran ce  schemes 
o r  on th e  g e n e ra l l e v e l  o f  economic perform ance f i l t e r  down v ery  s low ly
*Trade p re fe re n c e s ,  although  n o t n e c e s s a r i ly  c o e x is te n t  w ith  
s u p ra n a tio n a l a u th o r i ty ,  do p e rm it exogenous fo rc e s  to  e x e r t  in flu e n c e s  
on th e  p o s s ib le  d i r e c t io n  o f  investm en t in  a n a t io n 's  dom estic economy.
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to  a f f e c t  th e  d i s t r ib u t io n  o f economic a c t i v i t y  th roughou t a reg ion  
and i t s  in d iv id u a l  members. I t  i s  p r e c is e ly  t h i s  d i s t r i b u t io n a l  
change, how ever, which i s  e s s e n t i a l  i f  Greece ( o r  any n a t io n )  i s  
su c c e s s fu l  in  assum ing a p la c e  w ith in  th e  EEC (a  re g io n a l  g ro u p in g ).
In f a c t ,  w ith o u t t h i s ,  Greek o b je c t iv e s  o f  e x p o rt prom otion and econ­
omic growth could  be im plemented only w ith  g re a t  d i f f i c u l t y  s in c e  a 
pow erfu l and h o s t i l e  fo rce  would be working a g a in s t  them.
This s tu d y  d e a l t  w ith  a comprehensive is s u e  in v o lv in g  more 
v a r ia b le s  than  are  u s u a lly  d e a l t  w ith in s id e  th e  co n fin es  o f  t r a d i ­
t i o n a l  economic a n a ly s is .  T his was e s s e n t i a l  because a n a tio n  in  i t s  
search  fo r  development fa c e s  much more than  a g iven two o r  th re e
d im ensional a l t e r n a t iv e ,  and t r a d i t i o n a l  s t a t i c  p re s e n ta t io n s  cannot
2
handle  such c o n s id e ra tio n s  w e ll .  One r e c u r re n t  weakness which appears 
when b roadening  th e  scope o f  s tu d y  i s  a r e s u l t in g  sk e tc h in e ss  and lack  
o f  fo cu s . To h e lp  overcome such c r i t i c i s m  t h i s  s tu d y  chose as i t s  
fo c a l  p o in t th e  numerous elem ents o f in te r n a t io n a l  and dom estic econ­
omic p o lic y  as th ey  b e a r  on the  economic expansion  o f  a s in g le  n a t io n . 
However, even by r e s t r i c t i n g  th e  a n a ly s is  to  p o lic y  c o n s id e ra t io n s ,  an 
ex trem ely  b road  to p ic  e x i s t s .  Adding p o l i t i c a l  and o th e r  ncn-econom ic 
c o n s id e ra tio n s  opens up even more o f  a  P an d o ra 's  box.
The l i t e r a t u r e  in  economics t r e a t s  e x te n s iv e ly  and in te n s iv e ly  
th e  p o te n t ia l  problem s th a t  le s s  developed c o u n tr ie s  en co u n te r in  
prom oting an expansion o f  t h e i r  econom ies. Numerous re fe re n c e s  a re
^N ev erth e less  orthodox a n a ly s is  i s  im p o rtan t in  a s tu d y  
lack in g  s p e c i f i c  boundaries  such as t h i s  one because economic th eo ry  
can se rv e  as a  la rg e  sc reen  onto  whose background th e  narrow  view o f 
a one coun try  m u lt i -v a r ia b le  s i tu a t io n  can be p ro je c te d .
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made to  b road  tra d e  b a r r i e r s ,  both  t a r i f f  and n o n - t a r i f f ;  to  the  
p rev a len ce  o f s m a l l - s c a le ,  i n e f f i c i e n t  firm s ab le  to  su rv iv e  only 
beh ind  p r o h ib i t iv e  b a r r i e r s ;  t o  sav in g  and investm en t c r i t e r i a ;  to  
in h ib i t in g  s o c io - c u l tu r a l  and environm enta l f a c to r s ;  and t o  demand 
and supply  c h a r a c te r i s t i c s  o f  tra d e d  goods. O ther c u rre n t s tu d ie s  
c o n c en tra te  h e a v ily  on m easures i n d u s t r i a l  n a tio n s  might i n s t i t u t e  to  
in c re a se  im ports from le s s  developed a re a s . L i t t l e  e f f o r t  i s  d ire c te d  
to  u n d erstan d in g  a c tu a l  p o lic y  d e c is io n s  o r  dilemmas which o fte n  s p e l l  
th e  d if fe re n c e  between expansion  and c o n tra c tio n  in  a develop ing  a re a  
and few re fe re n c e s  a re  made t o  o th e r  is s u e s  em anating from th e  
p o li t ic a l-s o c io -e c o n o m ic  a re n a .
This d i s s e r ta t io n  augments th e se  m a te r ia ls  by an in -d e p th  
review  and a n a ly s is  o f  some a c tu a l  development problems as seen through 
th e  im pact o f  dom estic and fo re ig n  p o l ic ie s  on Greek developm ent. I t  
s t r e s s e s  th e  dynamics o f ad justm en t and th e  r e la te d  is s u e s  which 
su rround  th e  in te g ra t io n  o f two p a r tn e rs  o f  unequal economic s tr e n g th .  
The Greek ex p erien ce  a f fo rd s  an e x c e l le n t  o p p o rtu n ity  to  i l l u s t r a t e  a 
s u c c e s s fu l  development e f f o r t  w hile  commenting on some o f th e  p i t f a l l s  
and dangers which a r i s e  from tra d e  p ro te c tio n  p o l ic ie s  and th e  b e n e f i ts  
d e riv ed  from s ta b le  fo re ig n  exchange r a t e s ,  lack  o f i n f l a t io n  and p r i ­
mary r e l ia n c e  on a f re e  p r ic e  system . These and o th e r  is s u e s  a re  in ­
c re a s in g ly  recogn ized  as im p o rtan t t o  eoonomic expansion . Through 
s tu d ie s  o f  such is s u e s  needed changes in  th e  d ir e c t io n  o r  p e rsp e c tiv e  
o f  th e o r e t i c a l  approaches can be determ ined . F urtherm ore, w ithou t 
m eaningful a p p l ic a t io n s ,  l i t t l e  b a s is  e x i s t s  f o r  s tu d y in g  economic 
phenomena.
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More s p e c i f i c a l ly  t h i s  s tu d y  i s  one o f many by which th e  gap 
between th eo ry  and a p p lic a t io n  can be b rid g e d . Comprehensive case 
s tu d ie s  h e lp  econom ists and in te r n a t io n a l  agencies  to  gain  a f u l l e r  
und erstan d in g  o f  th e  working r e s u l t s  o f  in te r n a t io n a l  arrangem ents.
Some o f  th e  is s u e s  analyzed  in  t h i s  s tu d y  in v o lv e : (1 ) c o m p a tib il i ty
problem s o f  re g io n a l  in te g ra t io n  schemes in v o lv in g  n a tio n s  a t  d i f f e r e n t  
le v e ls  o f  developm ent; ( 2 ) l ik e ly  non-econom ic e f f e c t s  on economic 
b eh av io r and in c e n tiv e s  w ith in  th e  re g io n ; (3 ) d i f f e r in g  d e b i l i t a t in g  
e f f e c t s  o f  v a rio u s  tra d e  r e s t r i c t i o n s  on developing  n a tio n s  and ways 
th e se  could  be overcome from w ith in ;  (4 ) th e  u se fu ln e ss  and d isadvan­
ta g e s  o f  re g io n a l  b lo c s  o r  p r e f e r e n t i a l  agreem ents in  developing  the  
w orld economy; (5 ) th e  s ig n if ic a n c e  o f  ba lance o f  payments d e f i c i t s  in  
th e  growth p ro c e s s ;  and ( 6 ) th e  im pact o f a f re e  market system  on 
market s t r u c tu r e s ,  economies o f s c a le ,  access t o  tech n o lo g y , e t c . ,  and 
an a n a ly s is  o f  development o f  co m p e titiv en ess  w ith in  a f re e  market 
system . A nalyzing th e  re so u rce  a l lo c a t io n  p o l ic ie s  in  a  p a r t i c u la r  
n a tio n  en ab les  g r e a te r  focus on i s o la te d  f a c to rs  re sp o n s ib le  f o r  d ev e l­
opment. An unashamed pragm atism  i s  a s so c ia te d  w ith t h i s  s tu d y , along 
w ith  a p reo ccu p atio n  w ith  e f f i c i e n t  re so u rce  a l lo c a t io n .  R esu ltin g  
conc lu sio n s  consequen tly  a re  more d e f in i t iv e  than  t r a d i t i o n a l  approaches 
m ight a llo w , y e t s u f f i c i e n t ly  obscured  as to  d isa p p o in t th e  re a d e r  
seek ing  s in g le  t r u th s .
The s tu d y  a ls o  s t r e s s e s  r a th e r  s tro n g ly  th a t  development 
s t r a t e g ie s  seldom f a l l  in to  n e a t c a te g o r ie s ;  r a th e r  th ey  vary  accord ing  
to  th e  s iz e  o f th e  n a t io n ,  th e  i n i t i a l  re so u rce  endowment and a m u lti­
tude o f  o th e r  f a c to r s .  H opefu lly  in  narrow ing down th e  p re c is e  agen ts
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o f  economic tra n s fo rm a tio n  i t  w i l l  add t o  a  more w ell-rounded  view o f  
economic p ro c e sse s .^
S ince o u r p re s e n ta t io n  o f  th e  d e t a i l s  o f  th e  Greek development 
e f f o r t  i s  now com pleted , t h i s  l a s t  c h a p te r  o f f e r s  a reckoning  and an 
e v a lu a tio n  o f  some g e n e ra l development c o n d itio n s  in  l ig h t  o f  th e  Greek 
e x p e r ie n c e s . I t  p re se n ts  a d isc u ss io n  o f  c e r ta in  n o tio n s  o r  hypotheses 
o f  development l i t e r a t u r e  (o ld  and new) and , where ap ropos, Greek 
c ircum stances are  used f o r  i l lu s tr a t io n .* *  A fte r  t h i s  some q u es tio n s  
f o r  f u r th e r  s tu d y  a re  su g g ested  and some concluding  comments made.
HISTORICAL PROGRESS AND GENERAL COMMENTS ON DEVELOPMENT ISSUES
Enormous s t r i d e s  in  re so u rce  m o b iliz a tio n  in  undeveloped a reas  
were made in  th e  l a s t  two decades although  p ro g re ss  in  e f f i c i e n t  use o f 
re so u rc e s  and c o r re c t in g  p o p u la tio n  p re s s u re s  was co n s id e rab ly  l e s s .^
^Hla Myint in  Economic Theory and th e  Underdeveloped C oun tries  
(London: Oxford U n iv e rs ity  P re s s ,  1971), pp. 1^-16 s a y s : MI t  may be
th a t  such a (n ) . . .  approach means w idening th e  scope o f  co n v en tio n a l 
economics to  tak e  in to  account th e  b ro ad e r  s o c io lo g ic a l  f a c to rs  th a t  
made up 'p o l i t i c a l  economy' in  th e  c l a s s i c a l  s e n se . But th e re  i s  no 
need t o  argue about t h i s  s in c e  orthodox  o p in io n  has n ev e r [ i t a l i c s  
mine] imposed a m ethodo log ica l i n t e r d i c t  on such a p ro c e ss . As 
M arshall w ro te : 'Each econom ist may reaso n ab ly  decide fo r  h im se lf  how 
f a r  he w i l l  ex tend  h is  la b o r  over th a t  ground.*"
^No a ttem pt i s  made to  re v e a l a  d e f in i te  th eo ry  o f economic 
grow th. The a u th o r f e e ls  t h a t  each s o c ie ty  must examine i t s  own 
economic p re c o n d itio n s  and determ ine th e  c r u c ia l  f a c to r s  o f  i t s  own 
s i t u a t io n .  The p a th  t o  growth need n o t be a  smooth n o r  a  s in g le  one.
^Freedom from some p re s s u re s ,  e s p e c ia l ly  p o p u la tio n , g ives 
Greece an i n i t i a l  p lu s  f a c to r  in  i t s  developm ent q u e s t.  I t  i s  n o t  a 
f re e  b e n e f i t  s in c e  Greece consequen tly  fa c e s  th e  p o s s ib i l i t y  o f  la b o r  
sh o rtag es  (g e n e ra l ly  se a so n a l up to  t h i s  p o in t)  and sev ere  r e lo c a t io n  
e f f e c t s  i f  a g e n e ra l re c e s s io n  h i t s  Europe. E qually  b e n e f ic ia l  t o  
Greece i s  th e  lack  o f  c u l t u r a l ,  r e l ig io u s  and s o c ia l  b a r r i e r s  and th e  
p resence o f  a s o r t  o f  " p ro te s ta n t  e th ic "  o u tlo o k , n o t to  m ention th e  
high r a te  o f  l i t e r a c y  in  th e  n a t io n .
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Development s tu d ie s  in  th e  s i x t i e s  g e n e ra lly  s t r e s s e d  in s u f f ic ie n t  
p ro g ress  o r  th e  f a i lu r e s  o f  panacean approaches employed. However, a 
thorough look a t  reform  measures in d ic a te s  numerous su ccesses  in  land  
re fo rm , p r ic e  s t a b i l i t y ,  te c h n o lo g ic a l  growth and developm ent, educa­
t i o n a l  and human reso u rce  developm ent, "green  re v o lu tio n s ” in  a g r ic u l ­
t u r e ,  e t c .  . The com plexity  o f problems faced  in  economic expansion 
and th e  propaganda from th e  T h ird  World c a s t ig a t in g  a l l  who en joy  a 
h ig h e r  s ta n d a rd  o f  l iv in g  than  th ey  do r e in fo rc e s  t h i s  d is i l lu s io n m e n t. 
Even where th e  r a t io  between s u c c e s s fu l  and u n su c c e ss fu l programs i s  
h ig h , growth r a te s  may remain u n sp e c ta c u la r  and p ro g ress  d ism al.
This p ap er p re se n ts  a more c h e e r fu l view o f  development p ro ­
c e s se s . Emphasis c e n te rs  on th e  r e a l  achievem ents reached  in  Greece 
by o b je c t iv e ly  a sse sse d  needs being  en fo rced  by dom estic p o lic y  and 
th e  m arket mechanism. E x p l ic i t  use o f p o lic y  to o ls  t o  f o s te r  develop­
ment i s  a  r e l a t iv e ly  new phenomena and, as such one s u b je c t  to  t r i a l  
and e r r o r . 6 Yet such prom otions co n s id e rab ly  in flu e n c e d  p e r  c a p i ta  
incom es, h e a lth  and n u t r i t i o n  improvement, ed u ca tio n  and in d u s t r i a l  
expansion and m o b ility  in  G reece.
5One need only  t o  ta k e  a  cu rso ry  look a t  development p lan n in g  
e f f o r t s  t o  see  th e  o fte n  haphazard  approaches and a ttem p ts  made in  th e  
e a r ly  y ears  o f d e l ib e r a te  growth m an ip u la tio n . The p a r t ic ip a t io n  o f a 
n a tio n  in  a m onetized system  c e r ta in ly  p e rm its  more e f f e c t iv e  use to  
be made o f  p o lic y  to o ls  by making m onetary in c e n tiv e s  p o s s ib le .  In 
G reece, f o r  exam ple, th e  response  t o  such in c e n tiv e s  in c lu d ed  a more 
ra p id  growth in  sav ings ( o f te n ,  however in  ta n g ib le  a s s e ts )  which 
a s s i s te d  in  funding investm en t p ro je c ts  and minimized th e  sh o rtag e  o f 
investm ent money. Foreign p r iv a te  c a p i t a l  flow s a ls o  grew in c re a s in g ly
la r g e r .  Much o f  th e  su ccess  i n ,  as w e ll as f a i lu r e  i n ,  b u ild in g  up 
sav in g s  and encouraging  p ro d u c tiv e  investm en ts r e s t s  w ith  v a rio u s  
dom estic p o l ic ie s  pursued  by th e  government.
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E arly  d isc u ss io n s  o f  d e l ib e r a te  m easures, e s p e c ia l ly  th o se  by­
p ass in g  a market system , were b i t t e r  s in c e  th ey  seemed to  th re a te n  
b a s ic  p h ilo so p h ic a l  fou n d a tio n s  o r  b ia s e s .  Time, d ia logue  and g r e a te r  
ex p erien ce  w ith developm ent s i tu a t io n s  occasioned  n o ta b le  changes in  
a t t i t u d e s  on t h i s  m a tte r .  More c le a r ly  d e fin ed  o b je c t iv e s ,  fu n c tio n s  
and ro le s  evo lved  and , more im p o rta n t, th e  need f o r  a d a p ta tio n  and 
f l e x i b i l i t y  was reco g n ized . Today d e l ib e r a te  prom otion o f  economic 
development i s  w idely advocated—perhaps to  th e  o p p o site  ex trem e.
C urren t p o lic y  e f f o r t s  in  developing  a reas  a re  c o n c en tra te d  on 
reso u rce  m o b iliz a tio n , i . e . ,  on investm en t in  human s k i l l s ,  t r a in i n g ,
n
and p h y s ic a l c a p i t a l .  To gu aran tee  con tinued  ex p an sio n , how ever, 
e f f o r t s  must in c re a s in g ly  be geared  to  th e  c r i t e r i a  o f im proving e f f i -
p
c ien cy  in  re so u rce  use and in  ach iev in g  optimum p o p u la tio n  le v e ls .
Contemporary l i t e r a t u r e  confirm s the com plexity  and many- 
s id ed n ess  o f  economic development p ro c e s s e s , and although th e  p o s t-w ar 
p e rio d  p ro v id es  examples o f  th e  growth p ro c e s s ,  i t  rem ains unable to  
r ig o ro u s ly  d e fin e  th e  r e le v a n t  dynamic fu n c tio n a l  r e la t io n s h ip s .  This 
p a r t ly  r e s u l t s  from th e  in c lu s io n  o f  s o c i a l ,  c u l tu r a l  and p o l i t i c a l
7
The e f f e c t  o f  t h i s  in  Greece was an in c re a se d  p ro p o rtio n  o f 
income devoted t o  investm ent (p u b lic  p lu s  p r iv a te )  t o  le v e ls  comparable 
to  th o se  o f  advanced n a t io n s .
®Two o f th e  most s e r io u s  d e f ic ie n c ie s  e v id e n t in  th e  Greek 
economy a re  th e  l im ite d  endowment o f  e n tr e p re n e u r ia l  a b i l i t y  and 
s k i l l e d  manpower, and i t s  low a g r ic u l tu r a l  p ro d u c tiv i ty  coupled w ith a 
need fo r  s ig n i f ic a n t  lan d  re fo rm s. To h e lp  overcome th e  f i r s t  o f  th e se  
i t  i n s t i t u t e d  a number o f  v o c a tio n a l e d u c a tio n a l c e n te rs  and encouraged 
g r e a te r  s p e c ia l iz a t io n  w ith in  th e  o c c u p a tio n a l s t r u c tu r e .  The second 
d i f f i c u l t y  i s  p r a c t i c a l l y  ig n o red  w ith  only  l i p  s e rv ic e  p a id  to  the  
need fo r  land  refo rm s. At i t s  p re s e n t  in te rm e d ia te  s ta g e  o f develop­
m ent, a g r ic u l tu r e  was ab le  t o  expand to  meet immediate demands— fu tu re  
expansion w i l l  prove more d i f f i c u l t .
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fa c to rs  in  o rd e r  to  e x p la in  th e  sometimes random n a tu re  o f  economic 
grow th. I t  a ls o  in v o lv es  th e  r e l a t iv e ly  new elem ent o f tim e r e l a t io n ­
s h ip s .  The germane tim e p e r io d  i s  n o t th e  tim e n e ce ssa ry  t o  ach ieve a
long-run  e q u ilib r iu m  p o s it io n  ( i . e . ,  t h e o r e t i c a l  t im e ) ,  b u t cne where 
th e  im p lic a tio n s  o f  growth g en e ra tin g  c h a r a c te r i s t i c s  can be exam ined,
Q
i . e . ,  a tim e p e r io d  long enough f o r  economic tra n sfo rm a tio n  t o  occu r. 
The m a te r ia l  em phasized in  t h i s  l a s t  c h a p te r  seldom r e f e r s  t o  th e  j a r ­
gon so o f te n  found in  development l i t e r a t u r e —s ta g e s , b ig  p u sh es , 
c r i t i c a l  e f f o r t s ,  b a lanced  grow th, e t c .  . These term s o fte n  are  to o  
ambiguous and r e p re s e n t  to o  many d iv e rse  id e a s .  R a th er c e r ta in  s p e c i­
f i c  item s o f  c u r re n t em phasis in  g e n e ra l e m p ir ic a l s tu d ie s  o r  country  
s tu d ie s  a re  b r i e f l y  ex p la in e d  and r e la te d  to  th e  Greek case . The
m ajor item s covered in c lu d e  tra d e  p re fe re n c e s ,  economic i n s t a b i l i t y ,
a g r ic u l tu r a l  developm ent, c a p i t a l  fo rm ation  and ex p o rt expansion .
EXPORT EXPANSION
The p ro cess  o f tran sfo rm in g  an eoonony i s  s u b je c t  to  myriad 
d i f f i c u l t i e s  in v o lv in g  d e lin e a tio n  o f th e  s o c ia l  and i n s t i t u t i o n a l
9I t  may be w orthw hile to  r e c a l l  th e  d e f in i t io n  o f economic 
tra n sfo rm a tio n  from C hapter I  as "n o t only  economic grow th , b u t a ls o  
th e  a p p ro p ria te  changes in  c r u c ia l  f a c to r s  c o n tro l l in g  th e  q u a l i ty  o f  
l i f e ,  th e reb y  b reak in g  down th e  o b s ta c le s  t o  growth and prom oting and / 
o r  c re a t in g  an environm ent in  which s e lf -g e n e ra te d  changes in  produc­
t io n  p a t te rn s  can o c c u r ."  T his allow s f o r  g r e a te r  f l e x i b i l i t y  and 
a d a p ta b i l i ty  o v er tim e . In  G reece, f o r  exam ple, expanding th e  in d u s­
t r i a l  s e c to r  w i l l  only  slow ly  in flu e n c e  th e  c o n c e n tra tio n  o f  th e  
working fo rc e  in  a g r ic u l tu r e  (and i t s  co rresp o n d in g ly  la rg e  c o n tr ib u ­
t io n  to  GNP) s in c e  most i n d u s t r i a l  e s ta b lish m e n ts  r e ly  on modern meth­
ods and a re  r e l a t iv e ly  la rg e  c a p i t a l  u s e rs  ( th e r e f o r e ,  hav ing  only 
minimal employment e f f e c t s ) .  This means any su rp lu s  r u r a l  la b o r  must 
in c re a s in g ly  r e ly  on a b so rp tio n  in to  th e  m ainstream  o f  economic l i f e  
through th e  s e rv ic e s  s e c to r ,  o r  th e  r e l a t iv e ly  le s s  p ro d u c tiv e  h an d i­
c r a f t s  s e c to r .  I t  a ls o  c a r r ie s  w ith  i t  th e  l ik e l ih o o d  o f  s ig n i f i c a n t  
in e q u a l i t ie s  in  income d i s t r ib u t io n  over th e  n e x t decade.
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s t r u c tu r e ,  p o l i t i c a l  and economic c o n s tr a in ts  and o th e r  such e lem en ts . 
D espite t h i s ,  re c e n t s tu d ie s  su g g est s e v e ra l  b a s ic  a t t r i b u t e s  o fte n  
e v id e n t in  a reas  o f expanding GNP. One h ig h ly  r e c u r re n t  th e s i s  i s  
th a t  a n a tio n  ex p erien c in g  buoyant ex p o rt growth g e n e ra lly  ex p erien ces  
an o v e ra l l  h igh  r a te  o f  growth.^-® P roper focus on t h i s  p o in t e n t a i l s  
c o n s id e ra tio n  n o t only  o f  w hether g ro ss  e x p o rt ea rn in g s  are  grow ing, 
b u t w hether n e t  e x p o rt e a rn in g s  ( i . e . ,  g ross  ea rn in g s  le s s  th e  c o s t o f 
im ports d i r e c t ly  and in d i r e c t ly  needed to  produce e x p o r ts )  a re  ex ­
panding as w e ll .
The th e s i s  t h a t  expanding e x p o rts  co in c id es  w ith  h ig h e r  growth 
r a t e s  in  th e  dom estic economy, ho ld s  p a r t i c u la r ly  w e ll  i f  th e  c o u n try 's  
sh are  o f  t o t a l  t ra d e  in  th e  good i s  s m a ll ,  i f  p r ic e s  a re  r e l a t iv e ly  
s ta b le  in  th e  n a t io n ,  i f  a g r ic u l tu r a l  expansion  i s  p re se n t and i f  manu­
fa c tu r in g  p ro d u c tio n  i s  r a p id ly  i n c r e a s i n g .^  F urtherm ore , expansion 
through an e x te r n a l  m arket m inim izes th e  sm alln ess  o f  dom estic m arkets 
and , by opening i t  up to  w orld m ark e ts , promotes in c re a se d  p ro d u c tiv i ty  
and c o m p e titiv en e ss .
10Authors and a r t i c l e s  where t h i s  is s u e  i s  d iscu ssed  in c lu d e : 
Barend A. d e V rie s , "The Export Perform ance o f  Developing C o u n tr ie s ,"  
F inance and Development, V, No. 1 (March 1968); H. C. Kim, "K orea 's  
Export Success 1960-69," F inance and Development, V I I I ,  No. 1 (March 
1971); Robert F. Emery, "The R e la tio n  o f  Exports and Economic Growth," 
K yklos, 20 , f a s c .  2 (1 9 6 7 ), p . 477; and L. L. Johnson, "Problems in  
E v a lu a tin g  L a tin  American Developm ent," Oxford Economic P a p e rs , 19 
( J u ly  1967), pp . 221-34.
H-Barend A. d e V rie s , The Export Experience o f  Developing 
C o u n tr ie s , World Bank S ta f f  O c c a s io n a lP a p e r , N o .3~ (W ash ing ton , D. C .: 
IBRD, 1967), p . 4.
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An outward o r ie n ta t io n  s t r e s s in g  p r ic e  co m p etitiv en ess  and 
p rod u ctio n  f o r  e x p o rt c h a ra c te r iz e d  Greek p o l ic ie s  in  th e  s i x t i e s ;  
im port s u b s t i tu t io n  and th e  development o f  heavy i n d u s t r i a l  p ro d u c tio n  
p layed  only  a  minor r o le .  T his p o lic y  o r ie n ta t io n  was a c r u c ia l  p a r t  
o f  f in d in g  a  s o lu t io n  to  i t s  o v e ra l l  tra d e  and development problem s. 
Greek p o l ic ie s  f u r th e r  s t r e s s e d  th e  im portance o f prim ary and f in is h e d  
p ro d u c ts ,  to  th e  ex c lu s io n  o f  in te rm e d ia te  ones such as s t e e l .  Heavy 
im ports o f  in te rm e d ia te  goods f a c i l i t a t e d  th e  o u tp u t (and o f te n  re ex ­
p o r t)  o f  f in is h e d  ite m s , although i t  c re a te d  a d d i t io n a l  balance o f pay­
ments p re s s u re s .  S t ru c tu r a l  changes in  th e  o v e ra l l  economy in tro d u ced  
t o t a l l y  new e x p o rt commodities and gave f u r th e r  im petus to  t h e i r  
e f f o r t s .  A d d itio n a l e x t r a c t io n  o f  n a tu r a l  re so u rces  p e rm itte d  g r e a te r  
p ro cess in g  f a c i l i t i e s  to  be b u i l t .  A ll o f  t h i s  a s s i s te d  in  ending th e  
heavy re l ia n c e  on tobacco  and o th e r  a g r i c u l tu r a l  crops f o r  ex p o rt e a rn ­
in g s  although th e  u se fu ln e ss  o f  such t r a d i t i o n a l  item s was n o t ig n o red .
S tu d ies  such as d eV ries ’ 12 in d ic a te  th a t  su ccess  in  expanding 
ex p o rts  under an outw ard look ing  b ia s  i s  s t r u c tu r a l ly  complemented i f  
th e  n a tio n  c o n tr ib u te s  a r e l a t iv e ly  sm a ll sh a re  o f  i t s  m ajor ex p o rts  
and i f  i t  has a package o f  m inor e x p o rts  t h a t  i s  both s u b s ta n t ia l  and 
d iv e r s i f ie d . 13 The a b i l i t y  to  in tro d u ce  and maneuver such minor 
p roducts  s tre n g th e n s  th e  p o te n t i a l  t r a d e  p o s i t io n .  I n i t i a l l y ,  th e  sm all 
s iz e  o f th e  dom estic m arket fo rc e s  e i t h e r  sm all s c a le  o p e ra tio n s  o r 
s t r e s s  on e x p o rt m arkets to  be augmented by an expanded dom estic
12 I b id .
1 3 I b i d . , p . UU. C hapter V I, p . 161, d e f in e s  m inor e x p o r ts .
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m arket as growth o c cu rs . Greece sh a re s  th e se  c o n d itio n s  and m ain ta in s 
s ig n i f i c a n t  p r ic e  s t a b i l i t y .  This r e s u l t s  in  a b r ig h t  in te r n a t io n a l  
t r a d e  p o s i t io n .
The l a s t  decade saw im ports and e x p o rts  in c re a s in g  somewhat in  
Greece in  r e la t io n  to  GNP w hile  th e  dom estic m arket grew s u f f i c i e n t ly  
to  p erm it a new degree o f  freedom in  determ in ing  th e  fu tu re  ro u te  o f 
d iv e r s i f i c a t io n .  The sm alln ess  o f  i t s  p o s it io n  and th e  re c o g n itio n  
th a t  i t  n ev er can be econom ically  s e l f - s u f f i c i e n t  fo rced  sounder 
judgem ents reg a rd in g  p ro d u ct d iv e r s i f i c a t io n ,  as w e ll as e a s i e r  e n try  
in to  d e s ire d  m a r k e t s .^
The view o f  in te r n a t io n a l  t r a d e  as an engine o f economic growth 
i s  ait im portan t c o n tr ib u tio n  o f  ’’o rthodox1' th e o ry , and c e r ta in ly  n o t a 
re v o lu tio n a ry  th o u g h t. E a r l i e r  th e o r ie s ,  how ever, p r im a r ily  d e a l t  w ith 
th e  com position o f t r a d e ,  i . e . ,  e x p la in in g  th e  s ta tu s  quo , r a th e r  than 
a l t e r a t io n s  o f ,  and in f lu e n c e s  on t ra d e  f a c to r s  over t i m e .^  Recent 
s tu d ie s  s t r e s s  th e  in f lu e n c e  th a t  dom estic p o lic y  and s t r u c tu r e  have on 
ex p o rt perform ance, n o t th e  in te r r e la te d n e s s  o f e x p o rts  t o  in c re a se d  
income. Domestic p o lic y  and th e  economic s t r u c tu r e ,  f o r  exam ple, may
Angus Maddiscn develops t h i s  id e a  in  some d e t a i l  in  h is  
Economic P rog ress and P o lic y  in  Developing C oun tries  (New York: W. W.
Norton 6 Company, I n c . ,  l^m>).
^C o m p ara tiv e  c o s t th e o ry  lead s  e s s e n t i a l ly  t o  th e  p ro p o s itio n  
th a t  th e  le s s  developed n a tio n s  shou ld  be p roducers end e x p o r te rs  o f  
raw m a te r ia ls  and item s made by u n s k il le d  la b o r ,  and im p o rte rs  o f  th e  
m anufactures o f  th e  developed a re a s .  The consequences o f t h i s  where 
th e  demand f o r  m anufactures grows much more r a p id ly  th an  th e  demand f o r  
prim ary goods, can l im i t  growth p o te n t ia l s  in  th e  p o o re r n a t io n s .  This 
s t a t i c  p ic tu re  does n o t e x p la in  how p o o re r  n a tio n s  could  e v e r  a t t a in  
th e  d e s ire d  high s ta n d a rd  o f  l iv in g  e x i s te n t  in  developed n a t io n s .  
M oreover, a d e c lin e  in  th e  p r ic e s  a t  which they  s e l l  t h e i r  p ro d u c ts  
r e l a t iv e  to  th e  p r ic e s  o f goods they  purchase from the developed world 
o fte n  accen tu a te s  th e  d i f f i c u l t i e s .
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a f f e c t  th e  type and d i s t r ib u t io n  o f  ex p o rt p ro d u c ts , term s o f t r a d e ,  
b a s ic  re so u rce  endowments and u se ; exchange r a t e s ;  th e  ro le  o f  im port 
s u b s t i tu t io n  and ex p o rt expansion and tra d e  p o l ic y ;  as w e ll as a popu­
l a r  and r e c e n tly  emphasized concern—tra d e  p re fe re n c e s  a n d /o r re g io n a l 
in te g ra t io n  e f f o r t s .
Since th e re  i s  l i t t l e  d isp u te  th a t  v a r ia t io n s  in  th e  growth 
r a te  o f ex p o rts  b e a r  d i r e c t ly  on th e  h e a lth  o f a n a t io n ’s economic 
perform ance, f a c to rs  in f lu e n c in g  e x p o rt expansion assume a paramount 
i n t e r e s t  in  th e  le s s  developed a r e a s .  V a ria tio n s  in  e x p o rt growth among 
th e  l e s s  developed n a tio n s  may r e s u l t  from unequal growth r a te s  o f  
m ajor com m odities, dom estic c o n s id e ra tio n s  which in flu e n c e  e x p o rt sup­
p l i e s ,  d i f f e r in g  growth r a te s  in  m ajor consuming m arkets a n d /o r  access  
to  th e se  m arkets through p r e f e r e n t i a l  arrangem ents o r  th e  l i k e ,  o r  
s p e c ia l  commodity p o l i c i e s .  One m ajor d i f f i c u l t y  in  prom oting com peti­
t iv e  s t r u c tu r e s  a re  th e  a n tiq u a te d  and p ro te c t iv e  customs re g u la tio n s  
p re v a le n t in  le s s  developed a re a s .  G reece 's  a s s o c ia tio n  w ith  th e  EEC 
has ra p id ly  fo rced  e x t in c t io n  o f  i t s  o v e rp ro te c tiv e  customs system , 
s u b s t i tu t in g  fo r  i t  a l e s s  r e s t r i c t i v e  one. A n tic ip a tio n  o f  t h i s  ac­
t io n  a ls o  e f f e c t iv e ly  th re a te n e d  Greek businessm en in to  doing something 
about t h e i r  lack  o f  co m p e titiv en ess . This exogenous p re ssu re  was, 
w ithou t a d o u b t, i n f lu e n t i a l  in  shaping th e  o r ie n ta t io n  o f  tra d e  
p o l ic ie s .
Expanded e x p o rts  allow  a le s s  developed a re a  to  expand and 
u t i l i z e  t h e i r  m arket p o te n t ia l  f o r  m anufacturing  and p ro d u c tio n  as w e ll 
as p ro v id in g  a d d i t io n a l  fo re ig n  exchange fo r  c a p i t a l  and technology
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a s s im ila t io n  and the  m in im ization  o f  debt s e rv ic in g  problem s. I t
th e re fo re  h e lp s  overcome many h u rd le s  in  th e  path  to  developm ent.
Greek o f f i c i a l s  recogn ized  th i s  and responded to  i t .  Here was a n a tio n
where th e  value  o f  im ports was more than  double th e  value o f  e x p o r ts ,
where th e  s t r u c tu r e  o f ex p o rt r e c e ip ts  s ig n i f i c a n t ly  changed o v er th e
l a s t  decade, where ex p o rt p r ic e s  rem ained roughly  co n s ta n t and im port
p r ic e s  grew only s l i g h t l y , ^  where e x p o rt p o s s i b i l i t i e s  rem ained b r ig h t ,
and, f i n a l l y ,  where an ex te n s iv e  e f f o r t  was underway to  open up th e
1 8economy to  o u ts id e  fo rc e s  through in te g ra t io n  movements. ± The a ttem p t 
to  use a p o s it io n  o f  p r e f e r e n t ia l  access  to  W estern European m arkets 
to  b u ild  a s t r o n g e r ,  more v ia b le ,  d iv e r s i f ie d  i n d u s t r i a l  economy adds 
to  any in q u iry  in to  th e  Greek e x p e rien ce . The su ccesses  and f a i lu r e s  
o f  i t s  e f f o r t s  p rov ide in s ig h t  and ex p erien ce  in to  many o f th e  is s u e s  
r a is e d  in  co n ju n c tio n  w ith t h i s  e x p o rt is su e  and w ith  th e  use o f
customs unions a n d /o r  tra d e  p re fe re n c e s  as a to o l  o f development in
le s s  developed n a t io n s .
^6Any n a tio n  which in  th e  lo n g -ru n  has a n e t  in flow  o f  
fo re ig n  funds must develop th e  c a p a c ity  to  s e rv ic e  fo re ig n  lo a n s , 
i . e . ,  to  meet i n t e r e s t  o r  d iv idends t o  th e  s u p p lie rs  o f  fu n d s. This 
i s  why i t  i s  o f te n  s a id  t h a t  most im ports o f  c a p i t a l  goods must even­
tu a l ly  be p a id  fo r  by ea rn in g s  from e x p o r ts .
^ S e v e re  f lu c tu a tio n s  in  p r ic e s  o f key m e ta ls , how ever, can 
be s u f f i c i e n t  to  d iscourage th e  immediate ex p o rt o f  such item s.
l®The r a th e r  tenuous p o s it io n  o f  th e  Greek ba lance  o f  payments 
makes in v e s t ig a t io n  o f  such elem ents o f p a r t i c u la r  i n t e r e s t .  I n i t i a l l y  
th e  in te g ra t io n  e f f o r t  was expected  to  f u r th e r  damage th e  ba lance  o f 
payments and th e  tra d e  p o s i t io n ,  b u t in  tim e i t  was seen as a way ou t 
o f  p e r s i s te n t  t ra d e  d e f i c i t s .
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CAPITAL FORMATION
A second c h a r a c te r i s t i c  f re q u e n tly  found in  a re a s  o f  g r e a te s t
19development i s  a h igh r a te  o f  in v estm en t; in  f a c t ,  th e  h ig h e r  i t  i s  
th e  b e t t e r  th e  p ro sp e c ts  u s u a lly  a re  f o r  ra p id  economic advance ( a l ­
though p r iv a te  consumption may s u f f e r ) .  This a p p lie s  to  both fo re ig n  
and dom estic investm en ts  sis w e ll as to  a sim ple rearrangem ent o f  p ro ­
du c tiv e  in p u ts  t o  expand th e  q u a l i ty  o r  improve th e  q u a l i ty  o f  e x is t in g  
c a p i ta l  s to c k .
Again th e  im portance o f  investm en t and c a p i t a l  accum ulation a re  
recogn ized  as c e n t r a l  f a c to rs  in  th e  growth p rocess  in  orthodox th eo ry  
although o f te n  such a n a ly s is  d e fin e s  investm ent more narrow ly  by ex­
c lu d in g  th e  a c q u is it io n  o f  e d u c a tio n , t r a in in g  o r  o th e r  s k i l l s  which 
a s s i s t  la b o r . I t  th e re fo re  views a d d it io n a l  investm ent e s s e n t i a l ly  as 
a means o f expanding p ro d u c tiv i ty  and e f f ic ie n c y  w h ile , a t  th e  same 
tim e , i n i t i a t i n g  income expansion through th e  f a m il ia r  m u l t ip l ie r -  
a c c e le r a to r  p r in c ip le s .
The m aintenance o f  a h igh  le v e l  o f  investm ent (29 p e r  cen t in  
1969 and an average o f  o v er 25 p e r  cen t in  th e  p e rio d  1965-70) and th e  
a c c e le ra te d  growth o f dom estic sav in g s  and fo re ig n  su p p o rt u n d e r lie  th e  
high r a te  o f  economic expansion ach ieved  in  G reece. The wide open 
n a tu re  o f  th e  economy coupled w ith  i t s  easy  access to  EEC m arkets 
he lp ed  s a t i s f y  i t s  immediate investm ent needs and h e lp ed  assu re  sub­
s t a n t i a l  o u ts id e  a s s is ta n c e  in  c a p i ta l  accum ulation in  th e  f u tu r e .  
Hcwever, more ra p id  p ro d u c tiv i ty  ga ins and s t r u c tu r a l  improvements
l9 High r e l a t iv e  t o  l e s s e r  developing a reas  and comparable to  
o r  h ig h e r  th an  in  advanced n a t io n s .
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would be f a c i l i t a t e d  by a re v is io n  o f  investm ent p a t te rn s  away from 
th e  le s s  p ro d u c tiv e  housing and r e t a i l  tra d e  a r e a s . 20
E xtensive  p u b lic  c a p i t a l  fo rm ation  prov ided  p a r t  o f  th e  boost 
to  th e  economy during  th e  l a s t  decade. Such investm en ts  were s c a t te r e d  
a c ro ss  th e  n a tio n  and encompassed e v e ry th in g  from deep w ate r p o r ts  to  
i r r i g a t io n  f a c i l i t i e s ,  ro a d , communication lin k ag e  sy stem s, and educa­
t io n a l  and m edical f a c i l i t i e s .  The com plem entarity  o f  th e  b a s ic  
c a p i t a l  fo rm ation  to  th e  b ro ad e r goal o f  in c re a se d  a g r ic u l tu ra l ,  produc­
t io n  and d iv e r s i f ic a t io n  o f th e  economy was e v id e n t in  th e  ty p e  and 
lo c a tio n  o f  in f r a s t r u c tu r e  prom oted. By 1971 investm ent o f  a l l  types 
s lack ed  o f f  somewhat because o f  le s s  buoyant p ro sp e c ts  in  m ajor fo re ig n  
m arkets and unused ca p a c ity  in  e x is t in g  f a c i l i t i e s .
Investm ent funds a re  a v a i la b le  to  p o o re r re g io n s  from many 
s o u rc e s , in c lu d in g  e x p o r ts ,  t a x e s ,  p u b lic  and p r iv a te  fo re ig n  so u rc e s , 
dom estic s a v in g s , o r  in f la t io n a r y  p o l i c i e s .  S hortages o f investm ent 
funds o fte n  r e s u l t  because dom estic sav in g s  a re  low, re in v estm en t r a te s  
f o r  p ro d u c tiv e  f a c i l i t i e s  p r a c t i c a l ly  n o n e x is te n t ,  o r  fo re ig n  fin a n c in g  
l im ite d .
20I n s t i t u t i o n a l  arrangem ents and p u b lic  in c e n tiv e  programs 
a ttem pt to  d e a l w ith  such weaknesses as do e x i s t ,  b u t tim e a ls o  is  
n ecessa ry  to  s u c c e s s fu l ly  r e o r ie n t  b a s ic  sav ing  h a b i t s .  Encouraging 
g r e a te r  use o f c a p i t a l  m arkets i s  one way th e  government hopes to  
p rov ide  a d d i t io n a l  funds f o r  i n d u s t r i a l  and m anufacturing  in v estm en ts , 
w h ile  a t  th e  same tim e d isco u rag in g  a d d i t io n a l  investm en ts in  housing .
2 -^The bulk o f  th e  p o p u la tio n  i s  to o  poor to  save and what does 
occu r o fte n  in v o lv es  unproductive  v en tu res  such as pu rchases o f  la n d , 
je w e ls , fo re ig n  bank ac co u n ts , e t c .  . Often l i t t l e  in c e n tiv e  e x i s t s  
from government so u rces  to  encourage dom estic investm en t b e h a v io r , 
re g a rd le s s  o f how sm all o r  la rg e  i t  may b e . Some argue (B ru to n , in  
p a r t ic u la r )  th a t  s u f f i c i e n t  p o te n t ia l  sav ings e x i s t  in  underdeveloped 
a reas  i f  on ly  th e  n a tio n  could  reco g n ize  th e  so u rc e s .
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Greece found p r iv a te  c i t iz e n s  w il l in g  to  u n d erw rite  government 
f in a n c in g  through bond p u rch ases . A d d itio n a lly  some p u b lic  sav ing  
o ccu rred . Consequently no s ig n i f ic a n t  changes in  th e  ta x  s t r u c tu r e  
were n e c e ssa ry . The r e f r e s h in g ly  warm welcome which fo re ig n  c a p i t a l  
in flow s re c e iv e  in  Greece encouraged fo re ig n  investm en ts in  response 
to  economic p o lic y  in c e n tiv e s .  E x te rn a l so u rces  o f  long -term  c a p i t a l  
were r e l a t iv e ly  sca rc e  only in  th e  y e a r  im m ediately fo llo w in g  th e  1967 
coup. Time and c a re fu l ly  n u r tu re d  p u b lic  r e la t io n s  overcame th i s  
i n i t i a l  h e s ita n c y .
T h e o re t ic a l ly ,  c a p i ta l  investm ent shou ld  th r iv e  in  p o o re r a rea s
which combine low -cost c a p i ta l  from th e  developed w orld w ith lo w -co st
la b o r  from th e  l e s s e r  developed w o rld , y ie ld in g  an o u tp u t produced a t
22low p e r  u n i t  c o s t .  O bstacles h in d e rin g  t h i s  id e a l  c o n d itio n  in c lu d e  
a lack  o f  s k i l l e d  and s e m i-s k il le d  (o r  educab le) la b o r ;  p o l i t i c a l ,  
economic and s o c ia l  i n s t a b i l i t i e s ;  narrow ness o f th e  m arkets and 
r e s u l t in g  high r i s k .  O ften , th e r e f o r e ,  what investm en t does occur 
c o n c e n tra te s  where th ese  fa c to rs  a re  m inim ized (such as  in  t e x t i l e s  o r  
food p ro c e s s in g ) .
Greece recogn ized  th e  im p o rtan t im p lic a tio n s  o f  investm ent as 
a c r e a to r  o f  c a p i t a l  s tock  and as a means o f e f f e c t iv e ly  re o rg a n iz in g  
e x is t in g  re so u rc e s —and t h i s  p a id  o f f  in  s ig n i f ic a n t  growth o f o u tp u t. 
An unusual fo re s ig h t  and confidence allow ed Greek le a d e rs  to  see t h a t  
a lthough  in c re a se d  dependence i n i t i a l l y  a r i s e s  w ith g r e a te r  fo re ig n  
p a r t ic ip a t io n  in  dom estic economic l i f e ,  g r e a te r  s tre n g th  a ls o  i s
^ S u p p o sed ly  by in c re a s in g  th e  p ro d u c tiv i ty  o f th e  w orkers 
w hile  ta k in g  advantage o f low c o s t wages and c a p i t a l  goods th e  p r o f i t  
p o te n t ia l  shou ld  be enhanced.
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d eriv ed  from th e  more ra p id  economic d iv e r s i f ic a t io n  th a t  accompanies 
such a c t io n .  This k ep t in v estm en ts  from c o n c e n tra tin g  only  in  t r a d i ­
t i o n a l  a re a s  and moved th e  Greek economy forw ard more ra p id ly  than  
o therw ise  was p o s s i b l e . ^  R eliance on e s s e n t i a l ly  f re e  m arket fo rc e s  
c o n tr ib u te d  s ig n i f i c a n t ly  a ls o  by m inim izing p r ic e  d i s to r t io n s  in  the  
e v a lu a tio n  o f  investm ent d e c is io n s .
Investm ent c o n s id e ra tio n s  focus a t te n t io n  on th e  number and 
com plexity  o f  development p a ra m e te rs , making g e n e ra l iz a t io n s  about the  
e f f e c t s  o f  a l t e r n a t iv e  economic p o l ic ie s  p r a c t i c a l ly  im possib le  and 
h ig h lig h tin g  in s te a d  o b s ta c le s  to  investm ent grow th. To overcome th i s  
a g re a t  d ea l o f  e f f o r t  i s  now d ire c te d  to  developing  investm ent c r i t e r i a  
f o r  developing  n a t io n s .  Each c r i t e r i a  e s s e n t i a l ly  comes down to  one 
b a s ic  e lem en t, t h a t  o f  u sing  newly r e a l iz e d  re so u rces  o r  p re v io u s ly  un­
used ones in  a manner so  as to  a ssu re  th e  maximum c o n tr ib u tio n  p o s s ib le  
to  expanding th e  economy's c a p a c ity  to  produce. V a ria tio n s  which a r i s e  
in  determ in ing  th e  most u s e fu l  a rea  f o r  ex p en d itu re  a r i s e  from th e  type 
o f  measurement chosen and th e  p a r t i c u la r  r e s t r a i n t s  in v o lv ed . Since 
investm ent r e s u l t s  in  c a p i t a l  form ation  pure and s im p le , as w e ll as
23T his does n o t mean th a t  i f  you cannot ge t s u b s ta n t ia l  in v e s t­
ment funds o r d iv e r t  funds to  r i s k i e r ,  y e t  more p ro d u c tiv e  in v estm en ts , 
th a t  you a r e  sunk; r a th e r  i t  em phasizes th a t  development i s  doing th e  
maximum w itn w hatever you have a v a ila b le  o r  can a t t r a c t ;  i . e . ,  going 
a l l  ou t r a th e r  than  on ly  h a l f  way, w ith in  th e  n a t io n 's  value system .
2^Approaches su g g ested  can be summarized by m ajor c a te g o r ie s  
as s tu d ie s  which seek to  minimize th e  r a t i o  o f c a p i ta l  t o  o u tp u t o r  o f  
c a p i t a l  to  la b o r  because r e l a t iv e  s c a r c i ty  o f c a p i ta l  p r e v a i l s ;  s tu d ie s  
which seek to  maximize th e  s o -c a l le d  s o c ia l  m arg inal p ro d u c t; and 
s tu d ie s  which seek to  maximize re in v estm en t p o te n t ia l s  o f  a given in ­
vestm ent over t im e , in  o rd e r  t o  promote the  h ig h e s t o v e ra l l  growth r a te  
even i f  i t  i s  a t  th e  expense o f c u r re n t incomes.
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r e d ire c t in g  re so u rc e s  to  a l t e r  th e  b a s ic  s t r u c tu r e  o f  th e  economy, th e
ro u te  by which te c h n o lo g ic a l  change and investm en t a re  in tro d u ce d  as
95a ro u tin e  m a tte r  i s  n o t e a s i ly  o r  w e ll e s ta b l is h e d .
Many co n s id e r  th e  s tudy  o f  c a p i t a l  accum ulation as r e a l ly  an 
e x ten s io n  o f  th e  tra d e  o r  ba lanced  growth is s u e s .  R egardless o f  i t s  
a p p ro p ria te  c a te g o r ic a l  l i s t i n g ,  however, c e r ta in  p o in ts  must be 
em phasized fo r  a l l  n a tio n s  as e s s e n t i a l  t o  th e  development ex p e rien c e . 
F i r s t ,  i s  th e  need to  ach ieve h ig h e r  sav in g  to  GNP r a t i o s ,  h o p e fu lly  
in  th e  15 t o  20 p e r  cen t ra n g e , to  finance  d e s ire d  investm en ts and to  
minimize in f la t io n a r y  p re s s u re s ;  second i s  th e  need to  co n s id e r  f u l ly  
th e  complementary and co m p etitiv e  a sp e c ts  in vo lved  in  each economic 
a c t iv i ty  u n d ertak en ; t h i r d  i s  th e  need t o  c a r e fu l ly  c a lc u la te  and p ro ­
p e r ly  phase investm ent needs to  minimize b o t t le n e c k s ;  and f i n a l l y ,  th e  
need to  prom ote, a t  l e a s t  in  t im e , a l l  s e c to rs  and reg io n s  o f  th e  
economy.
AGRICULTURAL AND INDUSTRIAL INVESTMENTS
B a s ic a lly  th e  developing  n a tio n  seeks t o  reach  s u s ta in a b le  
economic p ro g re ss  by changing a p r in c ip a l ly  a g r i c u l tu r a l  so c ie ty  in to  
one th a t  i s  in c re a s in g ly  i n d u s t r i a l  and invo lved  in  t r a d e ,  s e rv ic e s ,  
t r a n s p o r ta t io n  and com m unications. Almost always t h i s  n e c e s s i ta te s  
e x te n s iv e  a g r i c u l tu r a l  reform s and some expansion o f  s o c ia l  overhead 
c a p i t a l .  T his l a t t e r  investm ent in c re a se s  p r o d u c t iv i ty ,  employment and 
w ages, th e reb y  a f fe c t in g  demand. S u ccessfu l a g r i c u l tu r a l  reform s
25Hal B ruton, P r in c ip le s  o f  Development Economics, C hapter 11, 
MThe Accumulation and A p p lica tio n  o f  T ech n ica l Knowledge,k' (Englewood 
C l i f f s ,  New J e rs e y :  P re n tic e  H a l l ,  1965), pp. 177-20*4, g iv es  a d d it io n a l
in fo rm atio n  on th e se  i s s u e s .
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c u s to m a rily  r e s e t t l e s  p a r t  o f  th e  r u r a l  p o p u la tio n  in  an in d u s t r i a l  
c lim a te . Machinery capable o f in c re a s in g  a g r ic u l tu r a l  p ro d u c tiv i ty  
re p la c e s  them in  th e  a g r i c u l tu r a l  s e c to r .  In  th e  id e a l  case a 
balanced  tra n sfo rm a tio n  occurs during  t h i s  p rocess  where no sh o rta g es  
o f  m a te r ia ls ,  manpower o r  c a p i t a l  a r i s e  in  e i t h e r  m anufacturing o r  
a g r i c u l tu r a l  en deavors. In  r e a l i t y ,  sh o rta g e s  and b o ttle n e c k s  do occur 
and th e  is su e  re so lv e s  i t s e l f  in to  how to  keep th e se  im balances from 
being  s e lf - p e rp e tu a t in g .  A d d itio n a lly  th e  q u es tio n s  o f th e  tim e 
involved  and th e  ways o f ach iev ing  an a p p ro p ria te  ba lan ce  in  demand 
c re a t io n  can be r a is e d .
Under our concept o f  "balanced  growth" supply  and demand a re  
matched b u t seldom in  sim ultaneous fa sh io n . I t  i s  p ro p e rly  i n t e r ­
p re te d  as a phase where th e  e f f e c t s  o f  b o ttle n e c k s  a re  minimized and 
f a c i l i t i e s  s e t  in  motion to  overcome them. This p ro cess  i s  n ev er 
com pletely  s u c c e s s fu l  s in c e  new d isc re p a n c ie s  a r is e  as soon as  o ld  ones 
a re  c o rre c te d . I t  means a ttem p tin g  to  d e fin e  o r  p re s c r ib e  an " id e a l"  
path  to  development (and here  i t  t i e s  in to  th e  investm ent q u e s tio n ) , 
which may invo lve  co n s ta n t re e v a lu a tio n  o f  many d iv e rse  c o n s id e ra tio n s . 
C a p ita l c o s ts ,  fund a v a i l a b i l i t y ,  p r o f i t a b i l i t y  y i e ld s ,  p o p u la tio n  
in flu e n c es  and d is p e r s io n ,  s o c ia l  c o s ts ,  lin k ag e  e f f e c t s ,  e t c . ,  must 
be e v a lu a te d , and e f f o r t  made to  access th e  r e l a t iv e  advantages o f each 
path  by some measurement c r i t e r i a .
I n i t i a l l y  because o f  th e  r e l a t iv e  im portance o f a g r ic u l tu re  
and th e  t in y  ro le  o f  in d u s t r i a l  a c t i v i t y  in  most le s s  developed a re a s ,  
s h o r t term  expansion  i s  most ra p id ly  f a c i l i t a t e d  by a d d it io n a l  in v e s t ­
ments in  a g r ic u l tu r e .  I n i t i a l  s p u r ts  o f  q u ite  phenomenal growth in
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a g r i c u l tu r a l  o u tp u t fo llow ed by more m oderate in c re a se s  over th e  
lo n g er run p e r io d  i s  a norm al response to  th e  i n i t i a l  heavy investm en ts 
in  a g r ic u l tu r e .  H igher farm p ro d u c tiv i ty  may n o t w ild ly  a c c e le ra te  th e  
growth pace o f  th e  n a t io n ,  b u t i t  has s u b s ta n t ia l  im pact on GNP because 
o f i t s  r e l a t iv e  im portance . 26  However, o v er tim e a g r e a te r  p ropor­
t io n a te  investm ent in  in d u s try  pays o f f  handsomely in  term s o f  income 
g a in s  s in c e  in d u s try  i s  u su a lly  more p ro d u c tiv e  p e r  person employed.
Once an economy p asses  a p r im it iv e  l e v e l ,  a g r i c u l tu r a l  im­
provements cannot be ig n o re d . Although investm ent becomes more h e a v ily  
c o n cen tra ted  in  in d u s try  as tim e p a s s e s ,  i t  must s t i l l  p rov ide  fo r  
te c h n ic a l  and e d u c a tio n a l improvements in  a g r ic u l tu r e .  At any given 
moment, when faced  w ith  l im ite d  funds fo r  investm en t in  c a p i ta l  goods 
and la b o r  t r a in i n g ,  co m p etitio n  p re v a i ls  between expanded o u tp u t fo r  
farm ing o r  fo r  in d u s try . Over tim e , however, ex p erien ce  shows such 
expansions a re  norm ally  complementary. Output and investm ent p e r  man 
in c re a se  in  both  a g r ic u l tu r e  and m an u fac tu rin g , although g e n e ra lly  
m anufacturing  in c re a se s  a t  a f a s t e r  r a t e . 27  Because o f th e  i n t e r ­
tw in ing  e f f e c t s  o f  investm ent d is p o s a l ,  th e  is s u e  i s  a l l  th e  more con­
fu s in g . For exam ple, in c re a s in g  farm income p e rp e tu a te s  a t r a d i t i o n a l  
way o f  l i f e  which may embody h ig h e r  p o p u la tio n  growth r a te s  and conse­
q u en tly  l i t t l e  improvement in  p e r  c a p i ta  l iv in g  s ta n d a rd s . In c re a s in g  
in d u s try  co n s id e rab ly  a l t e r s  l i f e  s ty le s  and r a i s e s  th e  im portance of
26For exam ple, a doubling o f  th e  im portance o f  th e  i n d u s t r i a l  
s e c to r  may be o f  l i t t l e  s ig n if ic a n c e  i f  i t  in v o lv es  a move from two to  
fo u r p e r  cen t o f  th e  economy.
27John P in cu s , T rade, Aid and Development: The Rich and Poor
N ations (New York: P u b lish ed  fo r  th e  C ouncil on Foreign R e la tio n s  by
McGraw H i l l ,  1967), pp. 156-60.
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money incomes th e re b y  d isco u rag in g  p o p u la tio n  expansion s in ce  
a d d i t io n a l  mouths to  feed  a re  recogn ized  as a n e t  burden . However, 
i n d u s t r i a l  expansion o f te n  p ro v id es  l i t t l e  s tim u lu s  to  employment c re ­
a tio n .^ ®  Growing urban incomes g e n e ra lly  c re a te  h e a v ie r  demands fo r  
im ported goods, whereas in c re a se d  a g r ic u l tu r a l  incomes g en era te  g r e a te r  
demand fo r  d o m estica lly  produced item s. The lack  o f  c o n tro l  o v er many 
co n d itio n s  in  a g r ic u l tu r e  in c re a se s  r i s k  and u n c e r ta in ty  in  reco v e rin g  
in v e s te d  funds. Yet a g r ic u l tu r a l  expansion i s  c r u c ia l  to  a growing 
n a tio n . Once a g a in , th e r e f o r e ,  only a t te n t io n  to  th e  s p e c ia l  c o n d itio n s  
o r  s i tu a t io n  o f  a n a tio n  i t s e l f  can a c c u ra te ly  r e f l e c t  w hether a con­
c e n tra t io n  o f  investm en t in  a g r ic u l tu r e  o r  in d u s try  i s  j u s t i f i e d  a t  
29any g iven  tim e .
^®Greece i s  lucky in  t h i s  r e s p e c t s in c e  th e  movement o f  a g r i ­
c u l tu r a l  w orkers from r u r a l  a rea s  i s  r e l ie v e d  by th e  a b i l i t y  o f th e  
workers to  f r e e ly  em ig ra te  to  o th e r  European n a t io n s .  This h e lp s  p re ­
ven t decay and b l ig h t  in  urban c e n te rs  r e s u l t in g  from an i n a b i l i t y  to  
absorb  th e  exodus o f  r u r a l  la b o r  in to  an i n d u s t r i a l  e s ta b lish m en t 
geared  to  c a p i t a l  in te n s iv e  methods. The heavy use o f  la b o r  in  to u rism  
and sh ip p in g  a ls o  r e l ie v e s  some p re s s u re s .
29For exam ple, in  n a tio n s  where ch ro n ic  sh o rta g e s  o f a g r ic u l­
t u r a l  commodities a r i s e ,  i n d u s t r i a l  investm en t m ight be th e  b e s t  
s h o r t- ru n  method o f  in c re a s in g  food s u p p l ie s ,  i f  i t  y ie ld s  fo re ig n  ex­
change ea rn in g s  (from  im port s u b s t i tu t io n  o r e x p o rt expansion) w ith 
which to  add to  dom estic food s u p p lie s .  Another c o n s id e ra tio n  i s  th e  
w illin g n e ss  to  s a c r i f i c e  maximum income growth f o r  d iv e r s i f ic a t io n .
Many n a tio n s  p o l i t i c a l l y  p r e f e r  i n d u s t r i a l  investm ent o f fe r in g  a 
sm a lle r  re tu rn  than  a g r i c u l tu r a l  in v estm en ts . This in d ic a te s  a p r e f e r ­
ence f o r  in d u s try  even a t  th e  co s t o f  g r e a te r  income. I f  unemployment 
i s  a problem a g r i c u l tu r a l  investm en ts  shou ld  n o t s t r e s s  la b o r  sav ing  
d e v ic e s ; i f  f a c to r ie s  produce item s which use lo c a l ly  produced raw 
m a te r ia ls ,  t h i s  m ight in d ic a te  a need f o r  g r e a te r  e f f o r t s  to  expand 
dom estic su p p lie s  o f  th e se  raw m a te r ia ls ;  i f  a g r ic u l tu r a l  im ports 
d ra in  s ig n i f ic a n t  amounts o f  fo re ig n  exchange, t h i s  might in d ic a te  
a d d i t io n a l  e f f o r t s  in  dom estic a g r ic u l tu r a l  p ro d u c tio n  i f  c o n d itio n s  
a re  s u i t a b le .
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Investm ent in  a g r ic u l tu r e  re c e iv e d  low er p r io r i t y  than  in d u s­
t r i a l  investm en t in  Greece over th e  l a s t  te n  y e a r s ,  although i t  s t i l l  
re c e iv e s  s u b s ta n t i a l  fu nds. U ntim ately  th e  l im it in g  f a c to r  to  a g r ic u l ­
t u r a l  expansion in  Greece i s  i t s  land  a v a i l a b i l i t y ;  co n seq u en tly , i n ­
vestm ent e f f o r t s  a re  devoted to  b e t t e r  u t i l i z i n g  what l im ite d  land  
e x is t s  through improved se e d , f e r t i l i z e r  and in s e c t ic id e  in p u ts  p lu s  
e x te n s iv e  i r r i g a t i o n  developm ent. In te n s iv e  re se a rch  and development 
programs a ls o  a re  an im portan t p a r t  o f  th e  o v e r - a l l  scheme. These are  
seen as means o f removing much o f  th e  u n c e r ta in ty  in  aggregate  a g r i ­
c u l tu r a l  o u tp u t,  th e reb y  m inim izing fo re ig n  exchange i n s t a b i l i t y .
In th e  i n i t i a l  p e rio d  o f change in  G reece, e f f o r t s  were made to
p ro te c t  th e  a g r i c u l tu r a l  f ro n tru n n e rs  in  a way s im i la r  to  a s s is ta n c e
prov ided  in f a n t  in d u s t r ie s .  Loans f o r  p r io r i t y  purposes were easy  to
come by , excess d eb ts  o f te n  absorbed  by th e  governm ent, r is k s  m in i-
30m ized, e t c .  . Also few lan d  o r  a g r i c u l tu r a l  tax es  e x is te d .
The a g r i c u l tu r a l - i n d u s t r i a l  c o n f l ic t  i s  much d eb a ted , bu t r e ­
cen t s tu d ie s  p r e d ic t  more d i f f i c u l t y  in  g u aran tee in g  a g r ic u l tu r a l  
expansions than  i n d u s t r i a l  o n e s .^  The obvious need fo r  a g r ic u l tu r a l
30Such ta x e s  could  se rv e  to  in c re a se  th e  m arketable su rp lu se s  
s in c e  h ig h e r  than  average y ie ld s  could r e s u l t  in  g r e a te r  p r o f i t s ,  
e s p e c ia l ly  in  Greece where th e  m arket mechanism i s  pow erful and sm all 
o w n e r-c u ltiv a to rs  p redom inate .
^ A g r ic u l tu r e  in  Economic Development, C. E ich e r and L. W itt ,  
e d i to r s  (New Yorks McGraw H i l l ,  196U); K eith B. G r i f f in ,  " R e fle c tio n s  
on L atin  American Developm ent," Oxford Economic P a p e rs , 18 (March 
1966), pp. 1 -18 ; Stephen Enke, Economics fo r  Development (Englewood 
C l i f f s ,  New J e rs e y :  P re n tic e -H a l l ,  1965); and Sidney W eintraub, Trade
P re fe ren ces  f o r  Less-D eveloped C oun tries (New York: P raeg er S p e c ia l
S tu d ies  in  I n te r n a t io n a l  Economics and Development, 1966), pp. 58-63, 
a re  among the  many econom ists who d iscu ss  t h i s  i s s u e .
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development d e riv e s  from i t s  r e l a t i v e ly  heavy c o n tr ib u tio n  to  GNP r e l a ­
t i v e  to  o th e r  s e c to rs  o f th e  economy; th e  need to  feed  urban d w ellers  
(e s p e c ia l ly  where la b o r  a v a i l a b i l i t y  i s  l im i te d ) ;  and th e  dependence 
o f  i n d u s t r i a l  expansion  on a g r i c u l tu r a l  raw m a te r ia ls .  In  a d d itio n  
some a reas  u t i l i z e  expanded a g r i c u l tu r a l  o u tp u t as an easy source of 
fo re ig n  exchange e a rn in g s . P o l i t i c a l l y  th e  expansion o f th e  r u r a l  
a re a s  i s  p a r t i c u la r ly  ex p ed ien t s in c e  i t  i s  where th e  e le c to r a te  l i v e s .
A s te a d i ly  advancing and d iv e rs ify in g  a g r i c u l tu r a l  s e c to r  
g iv es  Greece s t i l l  a n o th e r  fav o rab le  a s s e t  in  i t s  development e f f o r t s .  
G re a te r  e f f ic ie n c y  in  re so u rce  use and a d d i t io n a l  in te rn a t io n a l  
ea rn in g s  a re  th e  m ajor r e s u l t s  to  d a te  o f  a g r i c u l tu r a l  reform . C red it 
fo r  sp a rk in g  success  in  a g r ic u l tu r e  r e s t s  c h ie f ly  on th e  i n t e l l i g e n t  
use o f  government p o l ic ie s  and powers to  achieve d e s ire d  o b je c t iv e s .  
S im ila r ly  f a i lu r e  to  expand in  th e  immediate fu tu re  p r im a r ily  r e f l e c t s  
th e  h e s ita n c y  w ith  which th e  government approaches land  reform s and 
th e  c o n so lid a tio n  o f h o ld in g s . P o licy  e f f o r t s  revo lve  p r in c ip a l ly  
around th e  market mechanism which proved in  p r a c t ic e  to  be a pow erful 
fo rce  o f change.
In an e ra  g e n e ra lly  c h a ra c te r iz e d  by d e c lin in g  ea rn in g s  from 
a g r ic u l tu r a l  p ro d u c ts , Greek fo re ig n  exchange ea rn in g s  from such item s 
expanded p r im a r ily  through g r e a te r  d iv e r s i f ic a t io n .  This a ls o  le ssen ed  
th e  i n s t a b i l i t y  and r i s k  t o  fo re ig n  exchange ea rn in g s  in  th e  fu tu re .
The ra p id  expansion o f income over th e  l a s t  decade pu t heavy p re ssu re  
on th e  a g r ic u l tu r a l  s e c to r  fo r  in c re a se d  o u tp u t—a demand s u c c e s s fu lly  
met in  a l l  a re a s  b u t meat and d a iry  p ro d u c ts . The in c reased  ro le  o f  
a g r ic u l tu r e  as a s u p p lie r  o f  i n d u s t r i a l  raw m a te r ia ls  a ls o  was o f m ajor
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s ig n if ic a n c e ,  s in c e  a l l  to o  o f te n  an i n d u s t r i a l  expansion i s  stym ied 
from a lack  o f  adequate channels o f  food supply  a n d /o r raw m a te r ia ls .
The tra n sfo rm a tio n  o f  an a g r i c u l tu r a l  s e c to r  i s  in e v ita b ly  
complex r e q u ir in g  both a new d ir e c t io n  o f re so u rc e s  and a g r e a te r  in ­
t e n s i ty  in  t r a d i t i o n a l  l i n e s .  At th e  same tim e new knowledge must be 
su p p lie d , a w illin g n e ss  to  use t h i s  knowledge f o s te r e d ,  and th e  in p u ts  
needed to  implement t h i s  w ill in g n e s s  g u a ran teed . More im p o rta n t, once 
b a s ic  changes a re  begun, th ey  must n o t become s a c ro s a n c t ,  b u t a c o n tin ­
u a l and o rd e r ly  p ro cess  o f  change must be in s t a l l e d .
Greece a ffo rd s  a good example o f  how th e  d e s ire  to  expand 
a g r i c u l tu r a l  o u tp u t m ight be approached. The government p rov ided  the  
b a s ic  e f f o r t  to  promote re sea rc h  and tech n o lo g y ; i t  used th e  p r ic e  
mechanism to  f o s t e r  p ro d u c tio n  in c e n tiv e s  and e f f ic ie n c y .  I t  used sub­
s id ie s  to  promote new methods o r crops in  th e  i n i t i a l  in tro d u c to ry  
p e r io d . There was n ev er a q u e s tio n  o f a g r ic u l tu r e  versus in d u s try ,  
b u t a d e s ire  fo r  b o th . Simply p u t ,  th e re  was a re c o g n itio n  from th e  
s t a r t  th a t  a g r ic u l tu r e  must su p p o rt th e  bulk of th e  la b o r  su p p ly , bu t 
t h a t  in  tim e , h ig h e r  a g r i c u l tu r a l  incomes re q u ire d  more job opportun­
i t i e s  in  th e  rem ainder o f th e  economy. They a ls o  recogn ized  th a t  i f  
th e  economy as a whole expanded r a p id ly ,  a way would be found to  in ­
c rease  a g r ic u l tu r a l  p ro d u c tiv i ty  as w orkers l e f t  a g r ic u l tu r e .
ECONOMIC FLUCTUATIONS
S tu d ie s  in d ic a te  a fo u rth  c h a r a c te r i s t i c  o f  many developing 
a re a s —th e  growth p ro cess  i s  n o t smooth, b u t i s  c h a ra c te r iz e d  by a 
s e r ie s  o f  ups and downs w ith  ra p id  a c c e le ra t io n  follow ed by slow o r
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even s ta g n a tin g  grow th, e v e n tu a lly  r i s in g  again  to  a more ra p id  
a c c e l e r a t i o n .^  In n a tio n s  where ab so lu te  democracy p r e v a i l s ,  over­
coming th e se  f lu c tu a tio n s  i s  most d i f f i c u l t .  V oters a re  seldom 
w il l in g  to  concede th a t  government a c tio n  i s  e i t h e r  n ecessa ry  o r  de­
s i r a b le  o r  th ey  a re  unable to  d e fin e  th e  p ro p er scope o f government.
In  economies where t o t a l  p lann ing  i s  r e l i e d  on , a firm  and uny ie ld in g
33sense o f d i r e c t io n  p lu s  b u re a u c ra tic  i n e r t i a  slow s down a p p ro p ria te
resp o n ses— although once the  problem i s  reco g n ized , c o r re c tio n  can be
more d i r e c t .  Where both  dem ocratic  ru le  and p lann ing  e x i s t ,  s im ila r
com plications can a r i s e .
Greece p re se n ts  a fav o rab le  reco rd  in  th e  a re a  o f economic
f lu c tu a t io n s ,  although a s e r io u s  th r e a t  to  s t a b i l i t y  developed in  1967
3^w ith a m i l i ta ry  coup, and a r e s u l ta n t  d e c lin e  in  fo re ig n  investm ent 
im m ediately fo llo w in g  i t .  This was re in fo rc e d  by th e  com pletion a t  th e  
same tim e o f s e v e ra l  m ajor investm ent p r o je c ts .  The m il i ta ry  au th o r­
i t i e s  responded as q u ick ly  as p o s s ib le  t o  re v e rse  th e  downward tre n d . 
I n i t i a l l y  i t  appeared a t  tim es t o  be g rasp in g  f o r  s tra w s , b u t w ith time
32J .  D. Coppock, I n te rn a t io n a l  Economic I n s t a b i l i t y  (New York: 
McGraw H i l l ,  1962); H. C. W allich , " S ta b i l iz a t io n  o f Proceeds from Raw 
M a te r ia ls ,"  in  Economic Development f o r  L a tin  America (New York: S t.
M a rtin 's  P re s s ,  1961); K yklos, Fasc. 2 and 3 (1958 and 1959 re sp e c ­
t iv e ly )  d ea l e n t i r e ly  w ith  s h o r t- ru n  s t a b i l i t y  problem s in  le s s  d ev e l­
oped a re a s ;  and Howard S. E l l i s ,  "The Im portance o f  P r ic e  S t a b i l i t y , "  
in  Economic Development: C hallenge and P rom ise, Stephen S p ieg e lg la s
and C harles J .  W elsh, e d i to r s  (fcnglewood C l i f f s , New J e rs e y :  P re n tic e
H a ll ,  1970).
'E x p e r ie n c e  shows th a t  p lan n e rs  o fte n  do n o t suggest a l te r n a ­
t iv e s  f o r  d iv e rg e n c ie s  a r is in g  a f t e r  the  p lan  i s  im plem ented. This 
o ften  f o s te r s  h a s ty  and in d isc r im in a te  s la s h in g  o f  p ro je c ts  w ithout 
s u f f i c i e n t  thoupht to  p r i o r i t i e s .
^ M i l i t a r y  v en tu res  a re  a m ajor reason  fo r  uneven growth r a te s  
in  developing a re a s .
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and g r e a te r  confidence a more r a t io n a l  approach to  p rep a rin g  fo r  and 
overcoming f lu c tu a tio n s  r e s u l te d  (a lthough  much room f o r  improvement 
s t i l l  e x i s t s ) . 3^
Rudimentary s ta g e s  o f in d u s t r ia l i z a t io n  a re  u su a lly  accompanied 
by o v e rcap ac ity  and b o tt le n e c k s .  Time lag s  a r i s e  in  im plem enting 
complementary p ro je c ts  and th e  s iz e  o f e f f i c i e n t  p ro d u c tio n  u n its  
v a r ie s  co n s id e rab ly . For th e se  reasons a heavy investm en t p e rio d  i s  
o fte n  follow ed by a s lac k  one, as i n d u s t r i a l  f a c i l i t i e s  a re  com pleted 
o r  as excess c a p a c i t ie s  e lim in a te d . I n s t a b i l i t i e s  may be a cc e n tu a te d ,
qC
i f  no t p r e c ip i ta te d ,  by f lu c tu a t io n s  in  ex p o rt e a rn in g s . 0 S l ig h t  
f lu c tu a tio n s  in  more advanced a reas  o fte n  lead  to  wide p r ic e  swings fo r  
commodities produced in  le s s  developed c o u n tr ie s ,  f u r th e r  m agnifying 
income f lu c tu a tio n s  th e r e .  This r e c u r re n t  income f lu c tu a t io n  r e in ­
fo rces  a "boom o r b u s t"  m e n ta lity  in  th e  popu lace . R egardless o f 
w hether an economy o p e ra te s  in  a p lanned o r  an unplanned environm ent, 
p r io r  thought must be g iven to  the  p r in c ip a l  r e sp e c ts  by which such 
a c t iv i t y  might be d e a l t  w ith  and a p p ro p ria te  p ro v is io n s  suggested  in  
advance.
To th e  e x te n t th a t  f lu c tu a t io n s  in  fo re ig n  demand fo r  prim ary 
p ro d u c ts  causes p r ic e  and income i n s t a b i l i t y  in  le s s  developed a r e a s ,
35R eliance today  r e s t s  p r im a r ily  on monetary and f i s c a l  spending 
program s, many o f which a re  d esc rib ed  in  e a r l i e r  c h a p te rs .
36A. I .  MacBean's Export I n s t a b i l i t y  and Economic Development 
( London: A llen and Unwin, 196fe) and CoppocK's"T n te m a t io n a l  Economic
I n s t a b i l i t y  suggest th a t  developing  c o u n tr ie s ' ex p o rt proceeds are  no 
more u n s tab le  than  o th e r  n a t io n s '.  O thers using  NBER tech n iq u es 
d isa g re e . C e r ta in ly ,  however, ex p o rt i n s t a b i l i t y  c o n tr ib u te s  t o  a 
re c e ss io n a ry  im pact.
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l i t t l e  can be done w ith o u t tim e and a tra n sfo rm a tio n  o f  re so u rce s  from 
n o n - tr a d i t io n a l  u se s . To th e  e x te n t th a t  ups and downs in  b u s in e ss  
a c t i v i t y  come from dom estic demand, monetary and f i s c a l  a u th o r i t i e s  
c o n tro l  th e  to o ls  w ith  which to  compensate fo r  such f lu c tu a t io n s ,  
a lthough they  perhaps do n o t have th e  a p p ro p ria te  f in e s s e  in  u s in g  them.
In Greece governm ental responses to  o s c i l l a t io n s  in  th e  le v e l  
o f  economic a c t i v i t y  a re  commendable. I t s  re co rd  o f  p r ic e  s t a b i l i t y  i s  
an in d ic a t io n  o f  e f f e c t iv e  p o lic y  c o n tro l .  Temporary d is tu rb a n c e s  in  
th e  s ix t i e s  were accompanied by more ra p id  recovery  as s k i l l s  in  th e  
employment o f  f i s c a l ,  monetary and ba lance  o f  payments to o ls  evo lved . 
With fu r th e r  d iv e r s i f ic a t io n  o f  th e  economic s tr u c tu r e  and th e  i n t r o ­
duction  o f  a d d i t io n a l  ex p erien ce  in  d e a lin g  w ith monetary and f i s c a l  
i n s t i t u t i o n s ,  f lu c tu a t io n s  d e riv ed  from economic phenomena should  be 
f u r th e r  m inim ized.
The openness o f  development p o l ic ie s  weakens th e  governm ent's 
command over th e  Greek dom estic s i t u a t i o n ,**7 and s e ts  th e  s ta g e  fo r  
s ig n i f i c a n t  f lu c tu a t io n s  from e x te rn a l  so u rc e s . However, g r e a te r  
in flu en c e  w i l l  be gained  as th e  im portance o f  a g r ic u l tu r e  in  ex p o rtin g  
and employment d e c lin e s . A most c r u c ia l  le sso n  o f  th e  Greek e x p e r i­
ence stems from th e  advantages d e riv ed  from p r ic e  s t a b i l i t y —i t  
promotes dom estic s t a b i l i t y  (and th e re fo re  in v e s tm e n t) , p rov ides 
b e t t e r  measures o f r e a l  c o s ts  and in tro d u c e s  a c lim ate  fav o rab le  to  
fo re ig n  in v estm en t. G rea te r  re g io n a l t i e s  may ad v e rse ly  have a f fe c te d
37V arious exogenous causes may a ls o  l im i t  th e  i n s t i t u t i o n  o f  
a p p ro p ria te  p o l i c i e s .
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th e  s tre n g th  o f  dom estic p o l ic y ;  b u t i t  d id  fo rce  a t te n t io n  on the
38b a s ic  concerns o f p r ic e  s t a b i l i t y  and f u l l  employment.
TRADE PREFERENCES
A f i f t h  (and o u r f i n a l  d e ta i le d )  c o n s id e ra tio n  o f c u r re n t  in ­
t e r e s t  concerns th e  a p p ro p ria te  ro le  and th e  consequences o f  p re fe re n ­
t i a l  tra d e  agreem ents . 39 S ince th e  l a t e  f i f t i e s ,  a number o f  w r i te r s  
in v e s t ig a te d  th i s  is su e  and th e  r e la te d  concepts o f  e f f e c t iv e  and nom­
in a l  t a r i f f  r a t e s ,  n o n - t a r i f f  b a r r i e r s  to  tra d e  and p robab le  e f f e c t s  
o f  th e  removal o f  u n c o n d itio n a l m o st-fav o red -n a tio n  c la u se s  from tra d e  
agreem ents. Under p r e f e r e n t i a l  agreem ents, developed a re a s  would r e ­
duce t a r i f f s  only  on im ports  from developing a r e a s ,  p e rm ittin g  them 
p re fe r re d  s ta tu s  r e l a t iv e  to  o th e r  fo re ig n  s u p p lie r s  ( o r  where quotas 
e x is te d ,  p re fe re n c e s  would m ain ta in  a minimum sh are  fo r  im ports from 
th e se  a r e a s ) .  The developing  a re a s  b e lie v e  th e se  p re fe re n c e s  w i l l  
broaden t h e i r  m arkets and en ab le  n ascen t in d u s t r ie s  to  tak e  advantage 
o f  economies o f s c a le ,  th e reb y  f a c i l i t a t i n g  g r e a te r  economic growth. 
Obviously th e  system  i s  d is c r im in a to ry , b e n e f i t in g  only  some p a r ts  o f  
th e  world and h e lp in g  some o f  th e  le s s  developed a re a s  more than  o th e rs
3®Changes in  e i t h e r  employment o r  p r ic e  le v e ls  can have s e r i ­
ous rep e rc u ss io n s  w ith in  a re g io n a l  g roup; th e re fo re  p re ssu re s  e x i s t  
f o r  a p p ro p ria te  c o n tro ls  over them under in te g ra t io n  schemes.
39Harry G. Johnson , Economic P o l ic ie s  Towards Less Developed 
C ountries (W ashington, D. C .: The ferookings I n s t i t u t i o n ,  1967); Raul
P re b is c h , Towards A^New Trade P o licy  f o r  Development (New York: U nited
N atio n s, 1964); Sidney W eintraub, Tra3e~~Preferences f o r  Less-Developed 
C o u n tr ie s : An A nalysis o f  U nited  S ta te s 'T ’o l lc y  (New Vork: P raeg er
S p ec ia l S tu d ie s  in  I n te r n a t io n a l  Economics and Development, 1966); and 
John P in cu s, T rade, Aid and Development; The Rich and Poor N ations 
(New York: fo r  th e  C ouncil o f  Foreign R e la tio n s  by McGraw h i l l ,  1967).
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( th a t  i s ,  those  which are  th e  low er c o s t c o m p e tito rs ) . While p r e f e r ­
ences can re p re s e n t an i n i t i a l  bonus to  developing  a rea s  by opening up 
m arkets where demand i s  s tro n g ,  (p ro v id ed  th ey  can handle  i t ) ,  they  
would a ls o  be tem porary i f  s u c c e s s fu l .
Severed stum bling  b locks a re  encoun tered  in  the  im plem entation 
o f  p re fe re n c e s , n o t th e  l e a s t  o f which i s  th e  need fo r  re v is io n  of 
c e r ta in  tra d e  r e g u la tio n s  in  th e  GATT s t r u c tu r e .  Already th e  n e g o tia ­
t io n s  fo r  p re fe re n c e s  have in tro d u ced  d iv is io n  and i l l - w i l l  among some
40o f  th e  le s s  developed a re a s  th em selv es. H esitancy  a ls o  e x i s t s  to  
share  th e  p r e f e r e n t i a l  p o s it io n  in  a reas  a lre a d y  en joy ing  such bene­
f i t s .  Combining a l l  o f  t h i s  w ith  th e  fe a rs  in  th e  advanced n a tio n s  
th a t  fo re ig n  com petition  may d is ru p t  t h e i r  econom ies, s tro n g ly  su g g ests  
th a t  g e n e ra l p re fe re n c e s  a re  doomed from th e  beg inn ing  and th a t  s e le c ­
te d  p re fe re n c e s  w i l l  be g ra n ted  s low ly  and w ith  g re a t  c a u tio n .
The tra d e  p re fe re n c e s  i n s t i t u t e d  between Greece and th e  Euro­
pean Community run from f r e e ,  u n r e s t r ic te d  e n try  o f p ro d u c ts  to  e n try  
l im ite d  by t a r i f f  q u o ta s , to  e v e n tu a l f u l l  economic co o p e ra tio n . The 
p re fe re n c es  a re  d a te d , i . e . ,  l im ite d  to  a maximum o f  tw enty-tw o y ears  
w ith  th e  g r e a te s t  p e rio d  o f tim e g iven  to  r e l a t iv e ly  unim portant item s 
o r item s n o t a c tu a l ly  produced in  Greece a t  th e  tim e tra d e  p re fe re n ce s  
were in tro d u c e d . Greece en joyed some immediate b e n e f i t  from i t s  s tro n g  
p r e f e r e n t i a l  p o s it io n  in  a g r ic u l tu r e .  I n d u s t r i a l l y ,  however, the
^ T h is  id ea  a lre ad y  i s  p re se n t in  th e  view ex p ressed  th a t  th e  
n a tio n s  b e n e f i t in g  from p re fe re n c e s  a re  a lread y  th e  b e t t e r  o f f  o f  th e  
underdeveloped w orld .
^ H a r ry  G. Johnson , op. c i t . , p . 53.
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i n i t i a l  e f f e c t  on Greek ex p o rts  to  th e  EEC was minimal (you cannot ex­
p o r t  what you do n o t p ro d u ce ), w hile EEC e x p o rts  to  Greece expanded 
c o n s id e ra b ly . The a c tu a l  and th re a te n e d  co m p etitio n  in tro d u ced  in to  
th e  economy by th e  Athens T rea ty  p rov ided  an im portan t in c e n tiv e  to  
overcome in e f f ic ie n c ie s  encouraged by p a s t  p ro te c t io n .  Consequently 
th e  lo n g e r  run impact w i l l  prove b e n e f ic ia l  to  Greek m anufactures ( a l ­
ready t h i s  i s  showing in  in c re a se d  i n d u s t r i a l  e x p o rts )  and w i l l  open 
up th e  door fo r  g r e a te r  Greek p a r t ic ip a t io n  in  EEC development schemes.
One fo c a l  p o in t o f  t h i s  pap er has been th e  in te rm e d ia te ly  
developing n a tio n  which f in d s  d i f f i c u l t y  in  c o m p e titiv e ly  e x p o rtin g  
m anufactures b a s ic a l ly  produced f o r  th e  home m arket, d e sp ite  t h e i r  
supposed advantage in  m a te r ia ls ,  la b o r ,  e t c .  . To th e  e x te n t th a t  
im p o r t- s u b s t i tu t io n ,  p r o te c t io n is t  p o l i c i e s ,  o r  an overvalued  currency  
a re  a t  th e  ro o t o f  co s t d isad v a n ta g es , p re fe re n c e s  from th e  o u ts id e  
can be o f  l i t t l e  he lp  s in c e  th e  problem em anates from in te r n a l  co n s id ­
e r a t io n s .  Moreover, p r e f e r e n t i a l  schemes suggested  as a means o f 
e s ta b l is h in g  new in d u s t r ie s  s u b je c t  to  economies o f  s c a le  o r on in fa n t  
in d u s try  grounds may d iv e r t  t ra d e  and re q u ire  s u b s ta n t ia l  co s t red u c­
t io n s  to  become co m p e titiv e . However, t o  th e  e x te n t th a t  th e  commer­
c i a l  p o l ic ie s  o f  developed n a tio n s  a re  a t  th e  ro o t o f  co s t d isadvan- 
42ta g e s ,  p re fe re n c e s  can be b e n e f ic ia l .
h O
The r e s u l t s  o f  th e  c a lc u la t io n  o f  e f f e c t iv e  t a r i f f  r a te s  im­
p l i c i t  in  th e  U nited  S ta te s  t a r i f f  le d  Bela B a lassa  [ " T a r i f f  P ro te c tio n  
in  I n d u s t r ia l  C o u n trie s : An E v a lu a tio n ,"  Jo u rn a l o f  P o l i t i c a l  Economy,
73 (December 1965), pp. 573-94] and G iorg i Basevi P^The U nited S ta te s  
T a r i f f  S tru c tu re :  E stim ates  o f  E f fe c tiv e  Rates o f  P ro te c tio n  o f  U nited
S ta te s  In d u s tr ie s  and I n d u s t r ia l  L abor," Review o f  Economics and S ta ­
t i s t i c s  , 48 (May 1966), pp. 147-60] su p p o rt th e  i3 e a  th a t  t a r i f f s  o f  
developed a reas  do impose e s p e c ia l ly  heavy b a r r i e r s  to  th e  manufac­
t u r e 's  ex p o rts  o f  th e  le s s  developed a re a s .
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P ost-w ar developm ents in d ic a te  th a t  th e  r e s u l t s  o f  such a c tio n
on w orld and coun try  re so u rce  e f f ic ie n c y  and w e lfa re  depends on the
n a tio n s  invo lved  and th e  type o f  p re fe re n c e s  a rran g ed . There i s  no a
p r io r i  b a s is  f o r  assuming th a t  n o n d isc rim in a tio n  i s  econom ically  p re -
43fe r re d  to  d isc r im in a to ry  tra d e  arrangem ents. To th e  e x te n t th a t  
p re fe ren o es  open up th e  economy to  o u ts id e  in flu e n c e s  ( th e re b y  promo­
t in g  g r e a te r  com petition  and e lim in a tin g  v e s te d  p o s i t io n s  guaran teed  
by p r o te c t io n is t  p o l i c i e s ) ,  the  e f f e c t s  a re  l ik e ly  t o  be b e n e f ic ia l  to  
w orld w e lfa re . I f  th e se  p re fe ren ce s  a re  g iven  on th e  b a s ic  c r i t e r i a  
su g g ested , i . e . ,  economic e f f ic ie n c y , 1+11 th e  developed n a tio n s  should  
have l i t t l e  t o  f e a r .
The re g io n a l p r e f e r e n t i a l  agreem ent between Greece and th e  EEC 
p o te n t ia l ly  c o n s tra in e d  growth r a te s  in  th e  s h o r t  run by l im it in g  
c e r ta in  a reas  o f a c t i v i t y .  O v e ra ll ,  however, i t  p robab ly  promoted a 
more s ta b le  and l a s t in g  expansion s in c e  i t  p re ssu red  Greece to  s t r u c ­
tu r a l l y  tra n sfo rm  i t s  economic f a c i l i t i e s .  To compensate f o r  co rrec ­
t in g  i t s  s t r u c tu r a l  d e f ic ie n c ie s ,  Greece re c e iv e d  a  p r e f e r e n t i a l  tra d e  
p o s it io n  w ith th e  EEC. From th e  s ta n d p o in t o f  in v e s tm e n ts , Greece 
a ls o  s to o d  t o  ga in  s in c e  fo re ig n  in v e s to rs  chose investm en ts w ith  th e  
Community in  mind, and n o t ju s t  G reece.
^ T h is  r e s u l te d  from developm ents in  th e  f i e l d  o f customs union 
th eo ry  and commercial p o lic y  s tu d ie s ,  and culm inated  in  the  p re se n ta ­
t io n  o f  th e  th eo ry  o f th e  second b e s t .  See W eintraub, op. c i t . , p . 72.
^ G e n e ra l ly  t h i s  means "g iv in g  p r io r i t y  t o  p ro d u c ts  th a t  th e  
LDC's have a lre a d y  shown a ca p a c ity  to  e x p o rt c o m p e titiv e ly  ( in  con­
t r a s t  t o  in f a n t  in d u s try  arguments f o r  co n fin in g  p re fe re n c e s  to  prod­
u c ts  they  cannot e x p o rt c o m p e titiv e ly  a t  p re se n t)  and e s p e c ia l ly  to  
p roducts in  which th ey  account fo r  a r e l a t iv e ly  la rg e  sh a re  o f  w orld 
t r a d e ."  H arry G. Johnson, op. c i t . , p . 202.
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These p re fe re n c e s , as  seen in  th e  th re e  p reced ing  c h a p te r s ,  
expanded tra d e  more ra p id ly  between Greece and th e  EEC th an  i t  d id  
between Greece and o th e r  advanced o r  underdeveloped a re a s .  However, 
a lthough  Greek w elfa re  was improved, th e  r e s t  o f  th e  w orld may have 
s u ffe re d  ( p a r t i c u la r ly  th e  o th e r  M editerranean c o u n tr ie s ) .  We re tu rn  
once more to  th e  id e a  th a t  d isc r im in a to ry  n o n d isc rim in a tio n  i s  no t 
n e c e s s a r i ly  any b e t t e r  them n o n d isc rim in a to ry  d is c r im in a tio n , and th a t  
n o n d isc rim in a to ry  n o n d isc rim in a tio n  i s  th e  only  r e a l  lo n g -ru n  s o lu tio n  
to  th e  problem  o f  prom oting w orld e f f ic ie n c y .
The q u es tio n  o f  p re fe ren ce s  r a i s e s  numerous in te r e s t in g  is s u e s ,  
some o f  which were and o th e rs  which were no t d e a l t  w ith in  th i s  
s tu d y . 45 What i s  th e  p o te n t ia l  c o n tr ib u tio n  to  fo re ig n  exchange 
earn in g s?  Can supply  a p p ro p ria te ly  respond by p ro v id in g  enough a d d i­
t io n a l  ex p o rts  to  b e n e f i t?  What a re  th e  r e a l  reasons f o r  c o s t d i f f e r ­
ences? Are p re fe ren ce s  sim ply be ing  used to  prolong s p e c ia l  b e n e f i ts  
to  in fa n t  in d u s tr ie s ?  Can p re fe re n c es  le g i t im a te ly  be asked fo r  on an 
economies o f  s c a le  b a s is ?  How long should  p re fe ren c e s  e x is t?  Do 
economic e f f e c t s  d i f f e r  i f  a tim e p e rio d  i s  e s ta b lis h e d ?  What degree 
o f  c o n tro l  should  be m ain ta ined  by th e  g ran tees?  I s  th e re  an e a s ie r  
way to  accom plish th e  same th in g s?  Do p re fe re n ce s  lo se  u se fu ln e ss  i f  
everyone g e ts  them o r  can use them?
45C hapters IV, V and VI o f  P a r t  I I  o f  t h i s  s tu d y  in v e s t ig a te d  
many o f  th e se  im p lic a tio n s  in  th e  p a r t i c u la r  case  o f  G reece. To f u l ly  
cover a l l  th e  g en e ra l ra m if ic a tio n s  o f  tra d e  p re fe ren ce s  would re q u ire  
a n o th e r  f u l l  len g th  t r e a t i s e .
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AREAS FOR FURTHER STUDY
No doubt th e  re co rd  o f economic p o lic y  as a to o l  o f develop­
ment in d ic a te s  co n s id e rab le  scope fo r  improvement. However, i t  i s  
a l s o  tru e  t h a t  many c r i t ic is m s  le v ie d  towards i t  a re  m isplaced  and 
f a i lu r e s  o f te n  were th e  r e s u l t  o f  exogenous fo rc e s . Numerous e r ro r s  
in  re so u rce  a l lo c a t io n  were fo s te re d  by v a rio u s  s t r a t e g ie s  in  th e  
e a r ly  y ea rs  b u t today th e se  a re  reduced by more comprehensive e f f o r t s  
to  e v a lu a te  th e  p ro p o sa ls  to  be undertaken .
The d e s ire  fo r  self-sustain ing**®  growth re q u ire s  a commitment 
from th e  n a tio n  to  recogn ize  and understand  i t s  e x is t in g  and p o te n t ia l  
a s s e ts  and l i a b i l i t i e s .  I t  a ls o  n e c e s s i ta te s  an awareness o f  th e  need 
fo r  f l e x i b i l i t y  and a d a p ta b i l i ty  s in c e  development i s  always accom­
panied  by changes (however s u b tle )  in  ag g reg a te  demand, in d u s t r i a l  
c o n c e n tra tio n , n a t io n a l  o b je c t iv e s  and o th e r  means. As growth and 
development p ro g re s s , emphasis must be r e d ire c te d  to  a deeper p ercep ­
t io n  and u n d erstan d in g  o f  micro-macroeconomic r e la t io n s h ip s  in  the  
economic system . 1*7 Economic l i t e r a t u r e  today g e n e ra lly  s t r e s s e s  one 
o r  th e  o th e r ;  as n a t io n a l  economic s o p h is t ic a t io n  p ro g re s se s , m utual 
in te ra c t io n s  become more com plicated  and a n a ly s is  must delve deeper 
in to  th e  is s u e s .  In p a r t i c u la r ,  what a re  th e  p robable  consequences o f 
i n d u s t r i a l  b ig n ess  in  th e  nex t f i f t y  y ea rs?  In advanced n a t io n s ,  
la rg e  conglom erate s tr u c tu r e s  evolved  g ra d u a lly ; however, in  sem i­
**®Defined h ere  as e i t h e r  th e  development o f enough spontaneous 
fo rces  to  g uaran tee  continuous developm ent, o r ,  as reach in g  f u l l  
growth p o te n t ia l  where ba lan ce  o f payments h e lp  i s  no lo n g e r n e ce ssa ry .
**7This might be c a l le d  ad justm en t dynamics. I t  c e r ta in ly  
would in c lu d e  an a n a ly s is  o f  p a t te rn s  o f  change in  f a c to r  and commod­
i t y  p r ic e s ,  income d i s t r ib u t io n ,  e t c .  .
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in d u s t r ia l i z e d  a re a s  th ey  a re  o f te n  th e  i n i t i a l  form o f  market s t r u c ­
tu r e .  Does t h i s  impede o r  a s s i s t  development p ro sp e c ts  o f  a n a tio n ?  
The a b i l i t y  o f  th e  consumer to  remain o r  be so v ere ig n ?  P o l i t i c a l  
freedom? T echno log ica l in n o v a tio n s?  What in flu e n c e  does t h i s  have on 
th e  p r ic in g  o f  f a c to rs  o r goods? As confidence in  th e  a b i l i t y  o f  
n a tio n s  to  achieve s u s ta in e d  growth i s  e s ta b l is h e d ,  th e se  is s u e s  must 
ga in  fu r th e r  a t t e n t io n .
Another n o tio n  which b ea rs  in c re a s in g  a t t e n t io n  i s  th e  tim e 
elem ent s in c e  in  a developing a rea  tim e i s  one o f  th e  more obvious 
c o n s tr a in ts  faced  by th e  government in  p u rsu ing  i t s  development p o l i ­
c i e s .  In co rp o ra tio n  o f  tim e c o n s id e ra tio n s  in  economic models as an 
im portan t v a r ia b le  i s  p a r t i c u la r ly  needed in  development is s u e s  where 
b a s ic  re so u rce  su p p lie s  may need d r a s t i c  a l t e r a t i o n ,  p o l i t i c a l  re p e r ­
cu ssio n s  a re  l i k e l y ,  investm ents a re  on ly  s low ly  f e l t ,  e t c .  . Time 
a ls o  works on o b je c t iv e s ;  f o r  exam ple, f u l l  employment today  may occur 
a t  th e  expense o f  f u l l  employment tomorrow; o r  underemployment and 
in f la t io n  today  may weaken p ro sp ec ts  o f  c a p i t a l  accum ulation in  th e  
f u tu r e .
Another elem ent where f u r th e r  s tudy  i s  l ik e ly  t o  be concen­
t r a te d  in v o lv es  overcoming in te r n a l  economic in e q u a l i t i e s .  C entering  
a d d it io n a l  a t te n t io n  on th e  r e a l  e x te n t o f  c a p i t a l  lum piness, f o r  ex­
am ple, e s p e c ia l ly  in  term s o f s o c ia l  overhead c a p i t a l ,  can add needed 
in s ig h t  in to  how b e s t  to  a l lo c a te  funds and re so u rces  fo r  th e se  p u r­
poses th roughou t a n a t io n . A r e la te d  is su e  in v o lv es  re g io n a l develop­
ment schemes which sp read  t h e i r  e f f o r t s  over th e  country  s id e  in  o rd e r  
to  minimize income in e q u a l i ty .  Could g r e a te r  c o n c en tra tio n  o f  e f f o r t
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in  lead in g  s e c to r s  p u l l  up th e  lagg ing  ones more e f f e c t iv e ly  than  
s c a t te r in g  investm en t to  th e  winds? Or a re  th e  r e s u l t s  to o  f a r  in to  
th e  fu tu re  t o  have meaning? Indeed does a gap in  expansion le v e ls  
se rv e  some u s e fu l  fu n c tio n ?  Another i n t e r - r e l a t e d  item  i s  th e  appro­
p r ia te  fu n c tio n  o f  ed u ca tio n  as development o ccu rs . For exam ple, can 
a more ra p id  response to  supply  and demand fa c to rs  be in tro d u ced  in to  
manpower developm ent? Do th e  e d u c a tio n a l needs o f r u r a l  and urban 
a reas  d i f f e r ?
O ther problems c u r re n tly  occupying c o n s id e ra b le  a t t e n t io n  con­
cern  th e  measurement o f  in d u s t r i a l i z a t io n  o r investm ent program c o s ts  
in  term s o f economic w e lfa re , n a t io n a l  incom e, f a c to r  s h a re s ,  e t c . ;  
m easures o f ba lance  o f  payments c o n s id e ra tio n s  on o v e ra l l  economic 
p ro g ress  and a more d e ta i le d  development o f normal d e b to r -c r e d i to r  
r e la t io n s  on an in te r n a t io n a l  s c a le  f o r  underdeveloped a re a s .
CONCLUSIONS
The b a s ic  con c lu sio n s  which can be drawn from t h i s  s tu d y  are  
summarized below , although th ey  a re  a lre a d y  ev id en t in  th e  s tu d y :
1. To c u l t iv a te  a c o n s is te n t  development s tr a te g y  a c le a r  s t a t e ­
ment o f  n a t io n a l  o b je c tiv e s  and p r i o r i t i e s  must be s ta te d  and ad­
hered  to .  The p r io r i t y  o f  o b je c t iv e s  w i l l ,  i t s e l f ,  a f f e c t  the  
s t r a te g y  chosen.
2 . Since s h o r t  run and long run o b je c tiv e s  and consequences o fte n  
d i f f e r ,  i t  b ea rs  re p e a tin g  th a t  th e  b a s ic  measure o f economic p e r ­
formance must c e n te r  on e f f i c i e n t  re so u rce  a l l o c a t io n .1*® Fre­
q u en tly  w r i te r s  co n ce n tra te  on th e  immediate a l lo c a t in g  fu n c tio n  
o f  p r ic e  w hile ig n o rin g  th e  lo n g e r-ru n  impact th a t  such immediate 
d e c is io n s  have on reso u rce  s u p p lie s ,  e s p e c ia l ly  c a p i t a l .
^ R e so u rc e  wastage i s  inex cu sab le  in  any c o n te x t, b u t e sp e ­
c i a l l y  so when people a re  d ism ally  o f f .  As G a lb ra ith  says only  th e  
a f f lu e n t  can a f fo rd  w astage o f  re so u rc e s .
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The e s s e n t i a l  underly in g  concern i s  one o f  u n d erstan d in g  the  
l ik e ly  changes in  lo n g -ru n  su p p lie s  o f  in p u ts  and o th e r  changes 
in  p ro d u c tio n  tech n iq u es  (o r  any o th e r  e lem en ts) which r e s u l t  
from a tra n sfo rm a tio n  o f  th e  u n d erly in g  o rg a n iz a tio n a l s t r u c ­
tu r e  o f  th e  n a tio n . Through g r e a te r  u nderstand ing  o f  such phen­
omena a more m eaningful body o f economic th eo ry  may ev o lv e .
3. To su g g est o r  in tim a te  th a t  a^  s in g le  p ro cess  o f  development 
e x i s t s  which any n a tio n  can use on i t s  own to  a c c e le ra te  i t s  
economy i s  im prudent. Each developing  a rea  co n fro n ts  a unique 
s e t  o f  c o n s tr a in ts  c ircu m scrib in g  p o s s ib le  a l t e r n a t iv e s .  No 
s in g le  answ er can p r e v a i l  where p o p u la tio n  c o n s id e ra t io n s , 
i n s t i t u t i o n a l  framework, s i z e ,  e t c . ,  vary  so  d ra m a tic a lly , although 
c e r ta in  u n iv e rs a l  p re c e p ts  can be e s ta b l is h e d  about c e r ta in  v a r i ­
a b le s  in  th e  development p ro c e ss . I t  i s  e q u a lly  foo lhardy  to  
c .3  S  \j ; t h a t  d e l ib e r a te  a ttem p ts  a t  development most o fte n  f a i l .
b ince  more i s  lo s t  th an  i s  gained  by s t r e s s in g  th a t  th e  Greek 
case r e p re s e n ts  th e  g e n e ra l development problem , th e  case s tudy  
a sp e c t i s  s t r e s s e d .  Many f a c to r s  which supported  th e  Greek de­
velopment e f f o r t  a re  co n sid e red  unique to  i t s  p a r t i c u la r  s i t u a ­
t i o n , 4^ w hile  o th e r  f a c to r s  p re se n t p rov ide  a d d it io n a l  in s ig h t  
in to  v a r ia b le s  o f  common concern such as investm ent c r i t e r i a ,  
fo re ig n  s e c to r  c o n s id e ra t io n s ,  e t c .  .
H. Any p o lic y  method i s  d e s ira b le  i f  i t  a s s i s t s  in  prom oting 
reso u rce  e f f ic ie n c y .  No s p e c ia l  cases a re  p leaded  fo r  a id  o r  p ro ­
te c t io n  o r  p lann ing  o r p re fe re n c e s  as being  a n ecessa ry  ad ju n c t 
to  developm ent. R ather th e  b a s ic  id e a  h ere  i s  th a t  economic 
p o lic y  i s  an e f f e c t iv e  to o l  to  promote economic growth. The 
a c tu a l  mechanisms by which t h i s  p o lic y  o p e ra te s  may vary co n sid ­
e ra b ly  from case to  case and cannot be p re sc r ib e d  in  ab so lu te  
fa sh io n , a lthough  th e  r e s u l t s  o f  d i f f e r e n t  ty p es  o f  p o lic y  can 
be d e sc rib e d .
5. A f re e  market mechanism se rv es  a developing  economy w e l l ,  a l ­
though some ad justm en ts  t o  i t  may be n ecessa ry  a t  tim e s . I t s  
m ajor advantage i s  th e  cheapness w ith  which i t  o p e ra te s  (s in c e  no 
cumbersome a d m in is tra t iv e  ap p ara tu s  o r  b ig  p o lic in g  agency i s  
re q u ire d )  and i t s  c a p a b i l i ty  o f removing m yriads o f d e t a i l  from 
p lan n in g  a u th o r i t i e s  w ith o u t s a c r i f i c in g  (and in  f a c t  p robably  
im proving) economic e f f ic ie n c y .
49Even i f  i d e n t i c a l  re so u rce  endowments o r  c o n s tr a in ts  e x i s t  
in  two a re a s  o f th e  w o rld , c u l tu r a l  o r  r e l ig io u s  b a r r i e r s  may d ic ta te  
e n t i r e ly  d i f f e r e n t  p a th s  to  developm ent.
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FINAL REMARKS
Too o f te n  in  development th e o ry , econom ists h id e  behind  g l ib  o r 
catchy  p h rases  to  avoid  d e a lin g  w ith  th e  com plexity and i n t e r r e l a t e d ­
ness o f  th e  b a f f l in g  development p ro c e ss . The is s u e s  a re  seldom ana­
lyzed  in  term s o f a p a r t i c u la r  n a tio n  o r development program in  o rd e r 
to  more f u l l y  comprehend th e  in te r r e la te d n e s s  o f r e le v a n t v a r ia b le s .  
There i s  no f u r th e r  p o in t in  h id in g  behind  ph raseo lo g y . We have numer­
ous u s e fu l  examples w hich, w h ile  no t p r e c is e ly  d e f in in g  a s in g le  
method o f  developm ent, do add s u f f i c i e n t  in s ig h t  in to  th e  o v e ra l l  growth 
p ro cess  and do h e lp  to  d e fin e  im portan t v a r ia b le s ,  as to  cause g r e a te r  
optimism th an  what u su a lly  p r e v a i l s .  Undoubtedly c e r ta in  n a tio n s  and 
development s t r a t e g i e s  a re  more prone to  su c c e s s fu l  perform ance fo r  
economic advance than  a re  o th e r s ,  o r  sim ply have more lucky f a c to r s  in  
t h e i r  pa ths to  developm ents, o r  as th e  po p u lar phrase  goes "a re  .nore 
conducive to  grow th".
A l i s t i n g  o f  such elem entary  f a c to rs  ta k e s  c o n s id e rab le  tim e .
One b a s ic  elem ent appears t o  u n d errid e  them a l l  however. I t  i s  the  
i n e v i t a b i l i t y  o f  tra n sfo rm a tio n  w ith in  th e  economic s t r u c tu r e .  This 
in v o lv es  more th an  an u n d erstan d in g  o f  i s o la te d  economic o r  s o c ia l  
f a c to r s ;  r a th e r  i t  encompasses th e  s tu d y  of a l l  th e  i n t r i c a t e  maneu- 
v e rin g s  and tra p p in g s  which accompany economic change.
W eb ste r's  New C o lle g ia te  D ic tio n ary  d e fin es  tra n sfo rm a tio n  as 
changing som ething ( th e  s t r u c t u r e ,  com position , n a tu re ,  d is p o s i t io n ,  
o r  th e  l ik e )  in to  a d i f f e r e n t  th in g . This change may be su b tle  o r 
obvious (a s  in  a tra n sm u ta tio n  o r  changing from one n a tu r e ,  form o r
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substance  in to  a n o th e r ) .^ 0 In any case i t  in v o lv es  changing the  
economic f ib e r  o f  th e  n a tio n  in  some way so  as to  guaran tee  a  h ig h e r  
s tan d a rd  o f l iv in g  fo r  i t s  members. No magic form ula o r p o tio n  e x i s t s  
here  o r  elsew here to  fo rce  t h i s  t ra n s fo rm a tio n , to  speed i t  up , o r 
to  make i t  any e a s i e r .  I t  o f te n  re q u ire s  a long and te d io u s  e f f o r t  
in v o lv in g  m illio n s  o f  minute changes and many m is ta k e s ;5 -^ and i t  
p robably  w i l l  n ev er succeed w e ll enough t o  remove poverty  from our 
m id st. There i s  l i t t l e  to  gain from p re ten d in g  o th e rw ise , b u t even 
more to  lo se  i f  no one t r i e s  a t  a l l .
50T ransm utation  i s  e s p e c ia l ly  a s so c ia te d  w ith  th e  id e a  o f con­
v e r tin g  a base m etal in to  gold o r  s i l v e r ,  a r a th e r  ap t analogy t o  what 
some underdeveloped n a tio n s  are  t ry in g  to  do.
^^This p o in ts  up once again  why a f re e  market system  which r e ­
sponds to  change a u to m a tic a lly  i s  so  h e lp fu l  in  an underdeveloped 
n a tio n .
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APPENDIX I
APPENDIX I :  A REVIEW OF
THE LITERATURE ON CUSTOMS UNIONS
U n iv ersa l  f re e  t ra d e  has been a coveted economic goal s in c e  the  
days of the  c l a s s i c a l  w r i t e r s .  Regional i n t e g r a t i o n ,  which invo lves  
the  removal o f  b a r r i e r s  to  the  f r e e  flow of economic a c t i v i t y ,  was 
considered  fo r  many y ea rs  an adm irable f i r s t  s te p  toward reach ing  t h i s  
o b je c t iv e .  The p a s t  twenty years  of debate  on the  customs union is s u e  
(both the  t h e o r e t i c a l  and p r a c t i c a l  a s p e c ts )  have y ie ld ed  no sim ple and 
c le a r  cu t answers; however, i t  has r e s u l t e d  in  a number of p ro d u c tiv e  
d isc u s s io n s  and th e o r e t i c a l  p r in c ip l e s .  While t h i s  s tudy i t s e l f  i s  not 
meant to  be an ex ten s io n  of the more t h e o r e t i c a l  w r i t in g s ,  i t  does 
survey the  r e s u l t s  o f such works to  p rov ide  bases from which to  measure 
both p o t e n t i a l  and a c tu a l  gains  and lo s s e s  of economic w e lfa re  from 
u n io n iz a t io n  in  the  p a r t i c u l a r  case of Greece and the European Economic 
Community. This ch ap te r  p rov ides  a b r i e f  summary! of the  more n o ta b le  
and u s e fu l  r e s u l t s  of customs union th eo ry .
In  the  main t e x t  o f t h i s  paper a s u b s t a n t i a l  amount of in fo rm ation  
and d a ta  i s  p resen ted  and s c ru t in iz e d  to  determ ine whether a p o t e n t i a l  
p rocess  of f u l l  i n t e g r a t io n  w i l l  succeed in  he lp in g  Greece r e a l i z e  some 
of the ga in s  or lo s s e s  s t r e s s e d  so e x te n s iv e ly  in  the  c u r re n t  th e o re ­
t i c a l  l i t e r a t u r e .  This i s  a form idable ta sk  which in  a sense  r e q u ire s  
going beyond the  e x i s t in g  a n a ly s is  simply because a c o n c ise ,  co h e re n t ,  
a n a l y t i c a l  framework, e a s i ly  examined in  the l i g h t  of e m p ir ic a l  d a ta ,  
i s  not y e t  a v a i l a b le .  For example, one o f the  more obvious d i f f i ­
c u l t i e s  encountered in  a s tudy o f customs unions i s  th e  magnitude of 
the  geograp h ica l  a rea  to  be i n v e s t ig a te d .  Secondly, almost every 
a sp ec t  of economic theory  i s  germane to  the  s u b je c t .  Moreover, the  
w ell-worn problem of measuring ga ins  and lo s s e s  in  w e lfa re  makes f i n a l  
e v a lu a t io n s  d i f f i c u l t  and im prec ise .  To f u r th e r  com plicate  m a t te r s ,  
the  p o l i t i c a l  a sp ec ts  of any in te g r a t io n  scheme a re  so t i g h t l y  i n t e r ­
woven in to  the b a s ic  f a b r i c  of the  union i t s e l f  t h a t  l im i t in g  o n e 's  
a n a ly s is  to  economic c r i t e r i a  leaves  r a th e r  la rg e  gaps in  the  o v e r - a l l  
consequences.
In  s p i t e  of the  above l i m i t a t i o n s ,  a sea rch  in to  the  impact of 
i n t e g r a t io n  on f a c to r  e f f i c i e n c y ,  f a c to r  m o b i l i ty ,  and income d i s t r i -
A condensation  of the  voluminous work done in  t h i s  a re a  f a i l s  to  
do j u s t i c e  to  th e  su b je c t  m a t te r .  For a more complete d is c u s s io n  of 
th e  I s su e s  and b ib l io g ra p h ic a l  sources  see ;  Clement, M. 0 . ,  P f i s t e r ,  
R. L . ,  and Rothwell, K. J . , T h e o re t ic a l  I s su e s  in  I n te r n a t io n a l  
Economics, Chapter IV, "The Theory of Customs U nions,"  (Boston: 
Houghton M if f l in  Company, 1967).
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b u tio n ,  as w e ll  as on consumption and investm ent p a t t e r n s ,  i s  
attem pted  in  th e  t e x t  of t h i s  s tudy . I t  thus  se rv es  to  augment the  
e x i s t in g  t h e o r e t i c a l  p r e s e n ta t io n s  by r e l a t i n g  some concre te  examples 
to  t h i s  s t r u c tu r e  and by examining i t s  r e a l  world e f f e c t iv e n e s s  as an 
a n a l y t i c a l  t o o l . 2 From t h i s  a n a ly s is  an a p p r a i s a l  of the  success  or 
f a i l u r e  of the  1962 a s s o c ia t io n  agreement to  b e n e f i t  the  Greek economy 
can be undertaken .
The t h e o r e t i c a l  p r in c ip l e s  p resen ted  a re  d iv ided  in to  two c a te ­
g o r ie s  accord ing  to  whether they involve  s t a t i c  e f f e c t s  or dynamic 
e f f e c t s .  The former in c lu d e  the  i n i t i a l  changes in  consumer w e lfa re  
and p ro d u c tiv e  e f f i c i e n c y  which occur as the  r e s u l t  of u n io n iz a t io n .  
The l a t t e r  d ea l  w ith  the  e f f e c t  t h a t  in t e g r a t i o n  has on the  economic 
growth of i t s  members by i n i t i a t i n g  changes in  the s c a le  of production , 
te c h n o lo g ic a l  in n o v a t io n s ,  c a p i t a l  fo rm ation , e t c .  The t h e o r e t i c a l  
summary encompasses a number of sources  d a t in g  from the  1950 p u b l i ­
c a t io n  by Jacob Viner of The Customs Union I s s u e d up to  a re c e n t  OECD 
p u b l ic a t io n  e n t i t l e d  Economic I n te g ra t io n  Among Developing C o u n tr ie s .^
Economic I n te g r a t io n :  The S t a t i c  E f fe c ts
By d e f i n i t i o n  the  European Economic Community r e p re s e n ts  an 
advanced form of economic union where (u l t im a te ly )  no r e s t r i c t i o n s  to  
t r a d e  among the  member c o u n tr ie s  (w i l l )  e x i s t  and a common e x te r n a l  
t a r i f f  and quota system a re  e s ta b l i s h e d .  In  a d d i t io n ,  f r e e  m o b i l i ty  
fo r  the  f a c to r s  of p roduc tion  between member c o u n tr ie s  i s  provided  and 
government economic and s o c ia l  p o l i c i e s  a re  su b je c t  to  harm onization  
and c o -o rd in a te d  r e s t r a i n t s  to  minimize e s s e n t i a l  d i f f e r e n c e s  which 
might e x i s t . ^
The fundamental reason ing  th a t  d e a ls  w ith  t h i s  type of economic 
arrangement i s  de r iv ed  from Viner*s s t a t i c  a n a ly s is  of the w e lfa re  
e f f e c t s  of custom u n i o n s . ^ Viner d isp u ted  the  then  t r a d i t i o n a l  idea  
t h a t  a customs union r e p re s e n ts  only b e n e f i c i a l  e f f e c t s  to  the  world
2C on sid e ra tio n  of t ra d e  p re fe re n c e s  which i s  a l s o  inc luded  in  t h i s  
s tudy i s  e s s e n t i a l l y  a s p e c ia l  case of customs union is s u e s  and 
th eo ry .
3
Carnegie Endowment fo r  I n te r n a t io n a l  Peace, New York, 1950.
4
Development Centre of the  O rgan iza tion  f o r  Economic Cooperation 
and Development, P a r i s ,  1969.
^Ingo W alter ,  I n te r n a t io n a l  Economics: Theory and P o l ic y , (New
York: The Ronald P ress  Company, 1968), pp. 536-37.
^Viner, 0]3 . C i t . , pp. 48-52.
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and the  n a t io n s  i n v o l v e d .  ^ This was done by arguing  th a t  w hile  a 
customs union re p re se n te d  a s te p  toward u n iv e r s a l  f r e e  t r a d e  by 
expanding th e  a rea  of f r e e  t r a d e ,  i t  d id  not n e c e s s a r i ly  in c re a se  
world w e lfa re  s in c e  th e  union might e x h ib i t  both  b e n e f i c i a l  and d e t r i ­
m ental e f f e c t s  on trade.®  Trade c r e a t io n ,  which re p re se n te d  th e  p ro ­
motion of f r e e  t ra d e  (and th e re fo re  the  b e n e f i c i a l  a sp ec t  of u n io n i­
z a t io n )  , occurred  whenever a low c o s t  producer of a commodity was sub­
s t i t u t e d  f o r  a h ig h e r  co s t  producer in  the  t ra d in g  a re a ;  t r a d e  d iv e r ­
s io n  occurred  whenever a low co s t  nonmember producer was rep laced  by 
a h ig h er  c o s t  re g io n a l  p roducer. Although t h i s  c o n t r ib u t io n  has been 
a b a s ic  fundamental o f  customs union th eo ry ,  i t  d id  l i t t l e  by i t s e l f  
to  help  f a c i l i t a t e  a f i n a l  judgment about th e  d e s i r a b i l i t y  of any 
in t e g r a t io n  scheme.
The second co rn ers to n e  of s t a t i c  a n a ly s is  was p re sen ted  s im ul­
taneously  by J .  E. Meade,9 R. G. L ip se y ,10 and F. G e h re ls l l  i n  in d e­
pendent a r t i c l e s  d e a l in g  w ith  the  e f f e c t s  of in t e g r a t i o n  on con­
sumption. Viner v i r t u a l l y  assumed th a t  in ter-com m odity  s u b s t i t u t i o n  
based on changes in  r e l a t i v e  p r ic e s  would not occur. However, once 
one allowed fo r  changes in  the  s t r u c tu r e  of r e l a t i v e  p r ic e s  and th e  
subsequent a l t e r n a t io n s  th a t  t h i s  c a l le d  f o r th  in  consumption p a t t e r n s ,  
then obv iously  economic w e lfa re  was a f f e c te d .  I f ,  a f t e r  u n io n iz a t io n ,  
s h i f t s  from domestic s u p p l ie r s  to  s u p p l ie r s  in  o th e r  member c o u n tr ie s  
o ccu rred , and as a r e s u l t  consumers found t h e i r  cho ices  of goods 
widened and p r ic e s  reduced, then t h e i r  r e a l  income and m a te r ia l  w e l l ­
being were improved. I f ,  however, the  end r e s u l t  l im i te d  t h e i r  
cho ices  f u r th e r  and /o r  imposed h igher  p r ic e d  goods produced from 
w ith in  the  union upon them (as opposed to  lower p r ic e d  items su p p lied
R. G. Lipsey in  "The Theory of Customs Unions: A General Sur­
v e y ,"  Economic J o u rn a l ,  LXX, No. 279 (September, 1960), p . 497: "The
e a r l i e s t  custom s-union theo ry  was l a rg e ly  embodied in  th e  o r a l  t r a ­
d i t i o n ,  fo r  i t  h a rd ly  seemed worthwhile to  s t a t e  i t  e x p l i c i t l y ,  . . . . 
I t  may be summarized q u i te  b r i e f l y .  Free t ra d e  maximizes world wel­
f a r e ;  a customs union w i l l ,  th e r e fo re  in c re a se  world w e lfa re  even i f  
i t  does not lead to  a w orld -w elfa re  maximum."
O
This n o tio n  ex em p lif ie s  what l a t e r  was to  be c a l le d  " the  theory  
of the second b e s t " .  See R. G. Lipsey and K. J .  L a n c a s te r ,  "The 
General Theory of the Second B e s t ,"  Review of Economic S tu d ie s ,  XXIV 
(1 ) ,  No. 63 (1956-57).
q
J .  E. Meade, The Theory of Customs Unions (Amsterdam: North
Holland P u b lish in g  Company, 19*55).
G. L ipsey , "The Theory of Customs Unions: Trade D ivers ion
and W elfa re ."  Economica. XXIV, No. 93 (February , 1957).
^ F .  G eh re ls ,  "Customs Unions from a S ing le  Country V iew poin t,"  
Review of Economic S tu d ie s ,  XXIV (1 ) ,  No. 63 (1956-57).
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from th e  o u ts id e  w o r ld ) ,  the  e f f e c t  on r e a l  income was n e g a t iv e .  The 
n e t  consumption e f f e c t  of course depended on which of th e se  two con­
t r a d ic to r y  fo rces  was g r e a t e r . 1 2
Combining th e  v a r io u s  e f f e c t s  a s so c ia te d  w ith  s h i f t s  in  p ro ­
d u c tio n  and consumption p a t t e r n s  fo llow ing  the  form ation  of a customs 
union leads  to  a number of u s e fu l  g e n e r a l i z a t i o n s .13 Among th e se  a re :
1. The h ig h er  the  p re -un ion  t a r i f f  w a ll  in  the  
n a t io n s  involved in  the  union , the  more s ig n i ­
f i c a n t  the  ga ins  from t ra d e  c r e a t io n .
2. The sm a lle r  the  i n i t i a l  d i f f e r e n c e s  in  co s t  
between the member s u p p l ie r s  and the  o u ts id e  
s u p p l i e r s ,  the  sm alle r  the  lo s s e s  from t ra d e  
d iv e r s io n .
3. The more complementary the  econom ies,!^  i . e . ,  
the  g r e a te r  the i n i t i a l  d i f f e r e n c e  in  the c o s ts  
of p roduc tion  of the  same good w ith in  the  member 
c o u n t r ie s ,  the  more s ig n i f i c a n t  the ga ins  from 
t ra d e  c r e a t io n .
4. The lower the  le v e l  of the  common e x te rn a l  
t a r i f f  in troduced  by the  union members, the  
sm a lle r  the  lo s se s  from t ra d e  d iv e r s io n .
5. The h ig h er  the  p ro p o r t io n  of p re -u n io n  t ra d e  th a t  
takes  p la c e  w ith in  the  union a re a ,  the  more l i k e ly
12Lipsey in  "The Theory of Customs Union: A General Survey,"  Op.
C l t . , s t a t e s  the idea  in  t h i s  manner: "A customs unions n e c e s s a r i ly
changes r e l a t i v e  p r ic e s  and, in  g e n e ra l ,  we should expect t h i s  to  lead  
to  some s u b s t i t u t i o n  between commodities, th e re  being a tendency to  
change the  volume of a l re a d y  e x i s t in g  t ra d e  w ith  more of the now 
cheaper goods being bought ard l e s s  of the now more expensive . This 
would tend to  in c re a se  the  volume of im ports  from a c o u n try 's  union 
p a r tn e r  and to  d im in ish  both  the  volume of im ports ob ta ined  from the  
o u ts id e  world and the  consumption of home-produced commodities."
13For f u r th e r  d e t a i l s  and g ra p h ic a l  p r e s e n ta t io n s  of the  p o in ts  
below see :  Economic I n te g ra t io n  Among Developing C o u n tr ie s . Op. C i t . ,
Chapters I and I I ;  David Young, I n te r n a t io n a l  Economics (Scranton: 
I n te x t  E duca tiona l P u b l i s h e r s ,  1970), Chapter VI; W alte r ,  0j>.. C l t . , 
Chapter XXIII; and Clement, P f i s t e r ,  and Rothw ell, Ojk C i t .
14The d e f i n i t i o n  of complementary economies as being those  w ith  
d i s s im i l a r  co s t  r a t i o s  between p a i r s  of p roduc ts  was e s ta b l i s h e d  by
G. Makower and G. Morton, in  "A C o n tr ib u tio n  Towards a Theory of 
Customs U nions,"  Economic J o u r n a l , LXII, No. 24^ (March, 1953), 
pp. 33-49.
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i t  i s  t h a t  a union w i l l  no t lower economic w e lfa re ;  
the  l a r g e r  the  un ion , the  lower i s  the  l ik e l ih o o d  
of t r a d e  d iv e r s io n  and the  g r e a te r  i s  the l ik e l ih o o d  
of ga in  from r e a l lo c a t in g  p ro d u c tio n .
6 . The g r e a te r  the  e l a s t i c i t y  of the  demand and supply 
fu n c t io n s  in  the home m arke ts ,  the  more s ig n i f i c a n t  
the  ga in s  from t ra d e  c r e a t io n .
7. The more i n e l a s t i c  the  demand in  the  union area  
fo r  imported goods from the  o u ts id e  world and the 
more i n e l a s t i c  the  supply o f such goods, the  sm alle r  
the lo s s e s  from t ra d e  d iv e r s io n .
8 . The lower the  e l a s t i c i t y  of fo re ig n  demand fo r  member 
e x p o r ts ,  and the  lower the  e l a s t i c i t y  of supply
of o u ts id e  world ex p o rts  to  the  member n a t io n s ,  
the  more s ig n i f i c a n t  th e  ga in s  in  the terms of 
t r a d e  fo r  the  u n i o n . ^
9. The sm a lle r  the  economic d is ta n c e  between member 
n a t io n s ,  the  more s ig n i f i c a n t  the  b e n e f i t s  from 
in c reased  t ra d e  and s p e c i a l i z a t io n  w ith in  the 
customs u n i o n . ^
10. The g r e a te r  the  a d m in is t r a t iv e  economies r e s u l t i n g  
from the  removal of i n t e r n a l  t ra d e  b a r r i e r s ,  the 
more s ig n i f i c a n t  the  b e n e f i t s  of u n io n iz a t io n .
The above summarizes the  i n i t i a l  c o n s id e ra t io n  of the s t a t i c  b e n e f i t s  
de r iv ed  from a u n i f ie d  market s t r u c t u r e .  The a d d i t io n a l  ga ins  or 
lo s s e s  th a t  a re  l i k e l y  to  a r i s e  over time (what a re  c a l le d  the dynamic 
a sp e c ts  of re g io n a l  t ra d e  groupings) a re  those  on which a t t e n t i o n  now 
fo cu sses .
The g e n e ra l  in fe re n c e  in  the l i t e r a t u r e  i s  th a t  the  c r e a t io n  of 
a customs union w i l l  improve the  terms of t ra d e  w ith  the r e s t  of the  
w orld. The exact im pact, however, i s  determ ined among o th e r  th in g s  by 
the  types of goods o r commodities fo r  which p r o d u c t iv i ty  changes occur. 
For a more d e ta i l e d  ex p lan a tio n  of a l t e r n a t io n s  in  the terms of t ra d e  
between the union members and th e  o u ts id e  w orld , see :  R. A Mundell,
" T a r i f f  P re fe ren ces  and the  Terms of T rade ,"  The Manchester School of 
Economics and S o c ia l  S tu d ie s , XXXII (January , 1964), pp. 1-13.
^ W a l te r ,  Op. C l t . ,  p . 550. D is tance  in  W a l te r 's  view encom­
p asses  not only the  Impact of t r a n s p o r ta t io n  c o s t s ,  but a lso  give 
a t t e n t i o n  to  d i f f e r e n c e s  in  customs and t r a d i t i o n s ,  t a s t e s ,  i n s t i t u ­
t i o n a l  and p o l i t i c a l  d i f f e r e n c e s .
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Economic I n t e g r a t i o n : The Dynamic E f fe c ts
The longer run b e n e f i t s  derived  from economic in t e g r a t i o n  a re  
p a r t i c u l a r l y  im portan t f a c to r s  in  developing a reas  where e x i s t in g  t ra d e  
p a t te r n s  a re  as much the r e s u l t  of c o lo n ia l  t i e s ,  p o l i t i c a l  cons ide­
r a t io n s  o r c u l t u r a l  b a r r i e r s  as they a re  of the  t r a d i t i o n a l  economic 
d e te rm inan ts  such as re so u rce  a l l o c a t i o n ,  f a c to r  a v a i l a b i l i t y  and com­
p a r a t iv e  c o s t  d i f f e r e n t i a l s . 17 i t  i s  v i t a l  t h a t  due c o n s id e ra t io n  be 
given to  as many elements as p o s s ib le  which a re  a c t iv a te d  by an i n t e ­
g r a t io n  scheme and which s t im u la te  economic growth in  th e  member 
n a t io n s .  Such th in g s  as changing the economic s t r u c t u r e ,  f a c to r  sup­
p l i e r s ,  the  degree of u n c e r ta in ty  and the te c h n o lo g ic a l  base must be 
in v e s t ig a te d  to  a s se s s  t h e i r  c o n t r ib u t io n  (or p o t e n t i a l  c o n t r ib u t io n )  
to  an a c c e le ra te d  r a t e  of growth.
The expansion of the  market w ith in  which member e n te r p r i s e s  can 
o p e ra te  w ithou t r e s t r i c t i o n  i s  the  most n o t ic e a b le  occurrence  immedi­
a te ly  fo llow ing  the form ation  of a customs union . In  f a c t ,  t h i s  i s  
u s u a l ly  the fundamental reason given fo r  any in t e g r a t io n  p la n — the 
id ea  being th a t  a more e x te n s iv e  m arketing a re a  w i l l  prove b e n e f i c i a l  
because i t  w i l l  perm it more e f f i c i e n t  use of f a c to r s  o f p roduc tion  v ia  
th e  in t ro d u c t io n  of economies of s c a le .  Economies of s c a le  l i k e l y  to  
be encouraged by a l a r g e r  market may inc lude  th e  use of more e f f e c t i v e  
equipment, advanced te c h n o lo g ic a l  methods, bulk  purchases  and admini­
s t r a t i v e  reo rg an iza tio n .^®
U nfo rtu n a te ly  th e re  i s  l i t t l e  agreement about the  l i k e l y  in f lu e n c e  
t h a t  la rg e  s c a le  economies w i l l  have. The t h e o r e t i c a l  p r e s e n ta t io n s  
o f f e r  only minor a s s i s ta n c e  in  e v a lu a t in g  t h e i r  importance and the 
r e s u l t s  of the em p ir ica l  s tu d ie s  th a t  have been undertaken  a re  o f te n  
in c o n s i s te n t  o r  su b je c t  to  co n tro v e rsy .  The s ig n i f ic a n c e  of each 
e f f e c t  appears to  vary  accord ing  to  the  s i t u a t i o n  and th e  p a r t i c u l a r  
country  (or c o u n t r ie s )  invo lved . U n fo r tu n a te ly ,  time and space do not 
perm it a f u l l  exam ination of a l l  the  p o s s ib le  dynamic e f f e c t s  d i s ­
cussed in  the l i t e r a t u r e ;  c e r t a in  b e n e f i c i a l  c o n s id e ra t io n s  a re  b r i e f l y  
p resen ted  below .19
H. Linnemann, An Econometric Study of I n t e r n a t io n a l  Trade Flows, 
(Amsterdam: North Holland P u b l i s h e r s ,  1966).
18Bela B a la ssa ,  The Theory of Economic I n t e g r a t i o n , (Homewood, 
I l l i n o i s :  Richard D. Irw in , 1961), pp. 131-138 and pp. 159-163. Also
see Tibor S c itovsky , Economic Theory and Western European I n t e g r a t i o n , 
(S tan fo rd : S tanford  U n iv e rs i ty  P re s s ,  1958), p .  124.
19A more complete a p p r a i s a l  o f  the  dynamic e f f e c t s  of economic 
in te g r a t i o n  may be found in  W alte r ,  Op. C i t . , Chapter XXIV, pp. 560-583; 
B a la ssa ,  Op. C i t . ; S c itovsky , Op. C i t . , and h is  " I n te r n a t io n a l  Trade 
and Economic I n te g r a t io n  as a Heans of Overcoming the  D isadvantages of 
a Small N a tio n ,"  in  E.A.G. Robinson ( e d . ) ,  Economic Consequences of the 
S ize of N a t i o n s , (London: Macmillan, 1960); M. K re in in .  "On the
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The f i r s t  c o n s id e ra t io n  i s  the  expected a d d i t io n a l  i n t e r a c t io n  
t h a t  occurs  between firm s when t ra d e  b a r r i e r s  are  removed. This sup­
posedly  encourages m arg inal firm s to  improve the  e f f i c i e n c y  of t h e i r  
o p e ra t io n s  fo r  f e a r  of o therw ise  being e l im in a ted  as the  in te g r a t io n  
p rocess  takes  ho ld . The r e o rg a n iz a t io n  of p roduc tion  th a t  i s  
encouraged, both w i th in  and between member n a t io n s  by t h i s  s i t u a t i o n ,  
s e rv es  to  in c re a se  p ro d u c tiv e  e f f ic ie n c y  and to  s tre n g th e n  com­
p e t i t i o n .  20
A second p o in t  r e l a t e s  to  the te c h n o lo g ic a l  improvements t h a t  a re  
encouraged by the  removal of t r a d e  b a r r i e r s .  A l a r g e r  market allows 
more e f f i c i e n t  f irm s in  th e  union to  expand." "ihd r e s u l t i n g  a d d i t io n  to  
p r o f i t s  which fo llow s allow s a l a r g e r  sum to  be in v es ted  in  re se a rc h  
and development programs. This in  tu rn  encourages more ra p id  techno­
lo g ic a l  advances. Not only i s  an a d d i t io n a l  q u a n t i ty  of re se a rc h  pos­
s i b l e ,  bu t expansion of the  e f f i c i e n t  firm s a lso  leads  to  more e f f e c ­
t i v e  re se a rc h  departm ents because they too a re  ab le  to  take  advantage 
of im portan t economies of s c a l e . 21 Moreover the  a d d i t io n a l  com petition  
mentioned in  the  paragraph above leads  to  g r e a te r  w i l l in g n e s s  of the  
p a r t  of b u s in e s se s  not only to  in tro d u ce  new means of p roduc tion  and to  
re p la c e  ou tda ted  c a p i t a l  equipment, but to  do so more r a p id ly  than 
would o therw ise  be the  case by expanding c u r re n t  investm ent expen­
d i tu r e s  . ^2
T hird , an expansion of the  market may encourage a d d i t io n a l  in v e s t ­
ment in  p la n t s  by member s t a t e s .  This occurs because the  in te g ra te d  
market co n s id e rab ly  reduces the i n t e n s i t y  of r i s k  normally a s so c ia te d  
w ith  investm ent in  ano ther  n a t io n .  Since the  s t a b i l i t y  of the market 
i s  a l s o  enhanced by i t s  l a r g e r  s i z e ,  t h i s  encourages a d d i t io n a l  fo re ig n  
investm ent as w e l l .  Both of th ese  se rve  to  channel investm ent toward 
i t s  most d e s i r a b le  sources  and consequently  they a c t  as p o s i t iv e  
f a c to r s  in  the  growth of the  r e g i o n . 23
19 (c o n t . )  Dynamic E f fe c ts  of a Customs Union," Jo u rn a l  o f P o l i ­
t i c a l  Economy, LXXI (A p r i l ,  1964), pp. 193-98, and James E. Meade,
The Theory of Customs U nions, ( rev . e d . ;  Amsterdam: North Holland
P u b l i s h e r s ,  1965). The dynamic f a c to r s  p e r t in e n t  to  the Greek 
s i t u a t i o n  w i l l  be p resen ted  in  d e t a i l  in  th e  l a t e r  ch ap te r .
20 I t  i s  assumed th a t  monopolies and c a r t e l s  w i l l  be p ro h ib i te d  
from o p e ra t in g  w i th in  the  reg ion  and th a t  t h i s  a c t io n  w i l l  be p o liced  
by the  su p ra n a t io n a l  a u t h o r i t i e s .  B a lassa ,  0£. C i t . ,  pp. 164-65; and 
S c itovsky , 0^. C i t . , pp. 19-48,
21 S citovsky , Op. C i t . ,  pp. 19-48 and pp. 110-135; B a lassa ,
Op. C l t . ,  pp. 101-116,
22 Paul S t r e e te n ,  Economic I n te g r a t io n ,  (2nd, e d . ;  London: Leyden,
1964), pp. 26-37.
23W alter ,  0£. C l t . ,  pp. 563-64.
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I f  the  i n t e g r a t i o n  scheme encourages the  f r e e  movement of f a c t o r s ,  
ga ins  accrue as the m arginal p r o d u c t iv i t i e s  of the  f a c to r s  a re  equa l­
ized .  This i s  a s t a t i c  e f f e c t ;  however, an a d d i t io n a l  dynamic e f f e c t  
i s  in troduced  i f  f r e e  f a c to r  movements lead  to  expanded Incomes. This 
in  tu rn  can f o s t e r  in c re a se s  in  investm en t. In  a d d i t io n ,  f r e e  lab o r  
m o b i l i ty  invo lves  the  l ik e l ih o o d  of s k i l l e d  laborers from one n a t io n  
m ig ra tin g  to  ano ther  n a t io n  followed by a d e c l in e  in  income in  the 
n a t io n  which they leav e .  These in f lu e n c e s  con tinue  to  be f e l t  in  the  
union long a f t e r  the  o r ig in a l  m arginal p r o d u c t iv i t i e s  of the  m ig ra ting  
f a c to r s  a re  eq u a lized  and the  f a c to r  movements ended.
Economic I n t e g r a t i o n : A d d itio n a l Comments
When d e a lin g  w ith  an economy th a t  i s  l e s s  advanced than  any of the 
e x i s t in g  members of the  economic union a d i f f e r e n t  q u e s t io n  a r i s e s :  I s
t r a d e  d iv e r s io n  which occurs in  a developing a re a  comparable to  t r a d e  
d iv e rs io n  which occurs  in  a developed a r e a ? ^ 5  A d iv e r s io n  which leads  
to  h ig h er  r e a l  income fo r  the  developing a re a  through i n d u s t r i a l  
developments based on u t i l i z a t i o n  of i d l e  re so u rces  need no t r e p re s e n t  
a m is a l lo c a t io n  of sca rce  reso u rces  even though i t  re p la c e s  a lower 
co s t  producer fo r  a h igher  o n e . 26 R a th e r ,  the  im portan t c o n s id e ra t io n  
i s  th a t  some growth i s  o ccu rr in g  where none p re v io u s ly  took p la c e  (even 
though in e f f i c i e n c y  i s  p r e s e n t ) .  One f u r th e r  c o n s id e ra t io n  i s  whether 
jo in in g  an economic union keeps the in e v i t a b le  co s ts  of economic 
expansion below the l e v e l  they would o therw ise  b e .27
Another element which i s  a f f e c te d  by the c r e a t io n  of a customs 
union i s  the  balance  of payments. In the  sim ple case o f f u l l y  conver­
t i b l e  c u r re n c ie s ,  i t  need only be s a id  t h a t  e q u il ib r iu m  re q u i re s  each 
member n a t io n  to  m ain ta in  an o v e r a l l  payments ba lance  w ith  the r e s t  of 
the  world. However, even under id e a l  c o n d i t io n s  the i n i t i a l  movement 
towards u n io n iz a t io n  i s  l i k e l y  to  cause s h i f t s  in  the  balance o f pay-
More dynamic e f f e c t s  may emerge as language, c u l t u r a l  and s o c ia l  
problems a re  d e a l t  w ith  by the member s t a t e s .  A lso, government h a r ­
m onization  p o l i c i e s  toward s o c ia l  s e c u r i ty  and la b o r  union is s u e s  may 
in f lu e n c e  the  w i l l in g n e s s  of some f a c to r s  to  m ig ra te .
25OECD, Op.. C l t . , p . 16.
26E i th e r  tem p o ra ri ly  o r perm anently . These i n d u s t r i a l  develop 
ments may Inc lude  im p o r t - s u b s t i tu t io n  in d u s t r i e s  as w e ll  as o th e r  types 
of in d u s t ry .  To get a more complete p i c tu r e  o f the  e f f e c t s  th a t  i n t e ­
g ra t io n  w i l l  have on underdeveloped a re a s  see the  OECD p u b l ic a t io n  and 
Miguel Wioncek ( e d i t o r ) ,  L a tin  American Economic I n te g r a t io n  (New York: 
F re d e r ic k  A. P raeg e r ,  1966).
This i s  one of the core  q u e s tio n s  around which the  a n a ly s is  in  
the  l a s t  ch ap te r  of t h i s  paper c e n te r s .
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ments p o s i t io n  of the  member c o u n tr ie s  because p ro d u c tiv e  e f f i c i e n c y  
and consumption p a t t e r n s  a re  a l t e r e d .  This fo rc e s  ad justm ents  to  be 
made in  o rd e r  to  r e e s t a b l i s h  e q u i l ib r iu m . Where c u r re n c ie s  a re  not 
f u l l y  and f r e e ly  c o n v e r t ib le  the d i f f i c u l t i e s  o f  r e s to r in g  eq u i l ib r iu m  
a re  even more complex. In any s i t u a t i o n ,  however, the  a b i l i t y  of the  
economic union to  c o r re c t  d i s e q u i l i b r i a  depends on th e  o b je c t iv e s  of 
each n a t io n a l  government and on th e  c o -o rd in a t io n  and harm onization  of 
n a t io n a l  economic p o l i c i e s  w ith in  the union a r e a .
F in a l ly ,  as im plied  in  the  above p a rag rap h s ,  economic in t e g r a t io n  
c a r r i e s  w ith  i t  immense p o l i t i c a l  overtones t h a t  u l t im a te ly  push 
governments in to  d e a l in g  w ith  problems they  would o therw ise  be a b le  to  
ignore  o r tem p o ra r i ly  avo id . These o f te n  a re  h ig h ly  c o n t r o v e r s ia l  
i s s u e s  which r e q u i re  in te r-g o v e rn m en ta l  d isc u s s io n s  and d e c is io n s ,  such 
as what to  do about d isp la c e d  workers from in d u s t r i e s  no longer ab le  to 
compete in  a wider m arket; ad justm ent a s s i s ta n c e  to  firm s d isp la c e d  by 
u n io n iz a t io n ;  a g r i c u l t u r a l  support and subsidy  programs; coopera tion  
and harm onization  of s o c ia l  s e c u r i ty  p la n s ,  in su ran ce  p la n s ,  monopoly 
and lab o r  union p o l ic y ,  and ta x a t io n  and f i s c a l  p o l ic y ;  and l a s t ,  but 
no t l e a s t ,  the  e x te n t  of and need fo r  monetary i n t e g r a t io n .
I d e a l ly ,  a l l  the  s t a t i c  and dynamic e f f e c t s  of i n t e g r a t io n  must be 
considered  in  the  e v a lu a t io n  of any customs union scheme. Unfor­
tu n a te ly ,  the g e n e ra l  q u e s tio n  of the  b e n e f i c i a l  and harm ful e f f e c t s  
involved  i s  more e a s i l y  d iscu ssed  than i t  i s  answered. The p a r t i c u l a r  
c ircum stances  of the p a r t i c u l a r  case  in  co n ju n c tio n  w ith  the  p a r t i c u l a r  
p o l i c i e s  a s so c ia te d  w ith  the  p a r t i c ip a n t s  w i l l  c o lo r  th e  f i n a l  outcome 
of any economic o rg a n iz a t io n .  Likewise w hile  the economic e f f i c i e n c y  
and expansion of a g iven a re a  i s  promoted, world economic e f f i c i e n c y  
may be hampered.
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APPENDIX I I :  OBJECTIVES AND
HISTORY OF THE EUROPEAN ECONOMIC COMMUNITY
The co n s ta n t  economic and p o l i t i c a l  c r i s e s  hovering  over Western 
European n a t io n s  throughout the  f i r s t  h a l f  of the  tw e n t ie th  cen tu ry
re s u l t e d  from many f a c t o r s ,  not the  l e a s t  of which were the  n a t io n a l ­
i s t i c  p o l i c i e s  of p ro te c t io n ism  and ex te n s iv e  c a r t e l  arrangem ents com­
mon to  the p e r io d .  A f te r  World War I I ,  f e a r  o f  a r e tu rn  to  such p o l i ­
c ie s  and the  n a tu r a l  antagonism accompanying such m easures , helped to
f o s t e r  a more co o p era tiv e  c l im a te  among the  European n a t io n s .  I t  was 
in  f a c t  from th ese  f e a r s  and a d e s i r e  fo r  peace t h a t  th e  union of 
Western European n a t io n s  and th e  e s ta b lish m en t of a common market 
arrangement became p o s s ib le .
F a r -s ig h te d  s ta tesm en sought a u n i f ie d  Europe long befo re  i t  
became a r e a l i t y . !  I t  was not u n t i l  the  recovery  p e r io d  a f t e r  the  
Second World War th a t  the  momentum grew s tro n g  enough fo r  a c t io n  to  be 
taken . These i n i t i a l  u n i f i c a t i o n  p lans  c a l le d  fo r  th e  removal of 
a r t i f i c i a l  b a r r i e r s  to  the  t r a n s f e r  of goods, s e rv ic e s  and f a c to r s  of 
p ro d u c tio n  w ith in  the  reg io n .  The u l t im a te  goal env is ioned  some mea­
su re  o f harm onization  and co o rd in a t io n  of i n t e r n a l  governmental 
d e a l in g s  through which p r iv a te  economic a c t i v i t i e s  were in f lu e n c e d ,  
c o n t ro l le d  or supplemented.
The A sso c ia t io n  Agreement w ith  the EEC signed in  1961 holds the  
promise of f u l l  Community membership fo r  Greece. The b e n e f i t s  p o s s ib le  
from t h i s  union emanate from the  ru le s  and r e g u la t io n s  d e f in in g  th a t  
union . The Rome T reaty  r e p re s e n ts  the  s t r o n g e s t  economic in te g r a t i o n  
movement in  re c e n t  t im es. The b a s ic  b lu e p r in t  l a id  out a t  th a t  time i s  
s t i l l  in  fo rce  and Greece must adhere to  i t s  format i f  f u l l  membership 
becomes a r e a l i t y .  To f a m i l i a r i z e  the  re ad e r  w ith  the  goals  and regu­
la t i o n s  t h a t  Greece seeks to  l i v e  under, th e  h i s t o r y ,  design  and fu tu r e  
o f the  EEC a re  b r i e f l y  exp lo red .
Lengthy t r e a t i s e s  have been undertaken  which g ive  a d e f i n i t i v e  
accounting  of the  e v o lu t io n ,  the  a c t i v i t i e s ,  and the  o rg a n iz a t io n s  
involved in  the  European u n i f i c a t i o n  p r o c e s s . 2 T h is ,  however, i s  not
The idea  i t s e l f  has been t ra c e d  to  a n c ie n t  t im es; fo r  inform a­
t io n  about t h i s  a sp ec t  see S. D. B a iley ,  United Europe: A Short
H is to ry  of the  Idea (London: N a tio n a l N e w s - le t te r ,  1948).
2For a more d e ta i l e d  s tudy in to  the  p o l i t i c a l ,  d ip lo m atic  and 
s o c ia l  h i s to r y  of the  EEC and the  power p o l i t i c s  involved  behind i t s  
form ation see : Merry and Serge Bromberger, Less C o u lisses  De L*Europe
(P a r is :  P resses  de l a  C i te ,  1968); Hans A. S chm itt ,  The P a tF  to  Euro-
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the  concern o f  t h i s  paper; here  only one asp ec t  of the  u n i f i c a t i o n  p ro ­
cess  i s  of i n t e r e s t ,  i . e . ,  the  impact which the European Community has 
had and con tinues  to  have on the  Greek economy to g e th e r  w ith  i t s  l i k e ly  
consequences on Greece i f  i t  dec ides  to  remain o u ts id e  the  reach of the  
Community's um bre lla . To a s s i s t  the  re ad e r  who i s  un fam ila r  w ith  the  
EEC c e r t a in  fundamental c h a r a c t e r i s t i c s  o f  the  Community's s t r u c tu r e  
a re  exp la ined  below .3
H is to ry  and I n s t i t u t i o n a l  S t ru c tu re s
The European Economic Community (EEC) was the  second o rg a n iz a t io n  
c h a r te re d  to  overcome the  d e b i l i t a t i n g  e f f e c t s  of n a t io n a l  r i v a l r i e s  
and to  he lp  Europe once again  s tand  on i t s  own f e e t  in  th e  p o l i t i c a l  
and economic a ren a . The s ix  s ig n a to r i e s  i n i t i a l l y  bound themselves 
to g e th e r  in  the  T rea ty  of P a r is  in  1952, a T reaty  which e s ta b l i s h e d  the  
European Coal and S te e l  Community (ECSC) o r what was e s s e n t i a l l y  a f r e e  
t r a d e  a re a  l im i te d  to  the  two p roduc ts  mentioned in  i t s  t i t l e . ^  The 
o rg a n iz a t io n  was developed p r im a r i ly  through th e  e f f o r t s  of two French­
men, Jean Monnet and Robert Schuman, who sought the  most r a t i o n a l  d i s ­
t r i b u t i o n  of p roduc tion  a t  the h ig h e s t  p o s s ib le  l e v e l  of p r o d u c t iv i t y .5
The High A u th o r ity ,  th e  i n s t i t u t i o n a l  agency c re a te d  to  c a r ry  out 
the  i n t e g r a t i o n  of the coa l and s t e e l  s e c to r  of the  S ix ,  was a n a t io n a l  
agency. I t s  powers inc luded  the  r i g h t  (1) to  end t ra d e  r e s t r i c t i o n s  on 
coal and s t e e l  p roduc ts  among the  members, ( 2 ) to  p r o h ib i t  the  use of
2 ( c o n t . )  pean Union; From the M arshall P lan to th e  Common Market 
(Baton Rouge: L ou is iana : S ta te  U n iv e rs i ty  P re s s ,  1962); U. W.
K itz in g e r ,  The P o l i t i c s  and Economics of Economic I n te g r a t io n  (New 
York: F re d e r ic k  A. P raeg e r ,  1963); and I s i a h  Frank, th e  European Com­
mon M arket, P a r t  I  (New York: F red e r ick  A. P raeg e r ,  1961).
3
For more comprehensive documentation and in fo rm ation  about s p e c i ­
f i c  a .is of th e  EEC see  the  fo o tn o te  re fe re n c e s  in  the  remainder of 
the  c h a p te r .  For g e n e ra l  in fo rm ation  one of th e  many t e x t s  on th e  Com­
munity such as J .  F. D e n ia u 's ,  Common M arket. (4 th  e d . ; London: Fern-
h i l l  P u b l i s h e r s ,  1967); E. S. K ir s c h e n 's ,  Common Market (New York: 
Columbia U n iv e rs i ty  P re s s ,  1969); o r  John Colmann, e d i t o r ,  Common Mar­
k e t : The T rea ty  of Rome Explained (Boston: Houghton M if f l in  Company,
1969), would be u s e fu l .
4
For d e t a i l s  about th e  European Coal and S te e l  Community see  the  
comprehensive s tudy  by W. M. D iebold , J r . ,  The Schumar P lan (New York: 
F re d e r ic k  A. P ra e g e r ,  1959), and A lbert Coppe', "The Economic and P o l i ­
t i c a l  Problems of I n te g r a t i o n , "  r e p r in te d  in  Readings in  I n te r n a t io n a l  
Economic R e la t io n s , F. B, Jensen  and I .  W alter ,  e d i to r s  (New York: 
Ronald P re s s ,  1966), pp. 271-287.
^Raymond Vernon, "The Schuman P la n ,"  The American Jo u rn a l  of 
I n te r n a t io n a l  Law, XLVII, No. 2 (A p ri l ,  1953).
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d isc r im in a to ry  t r a d e  and p r ic in g  p o l i c i e s ,  (3) to  levy and c o l l e c t  
ex c ise  tax es  on coa l and s t e e l  p roducts  (4) to  n e g o t ia te  lo a n s ,  (5) to 
hand le , and, i f  d e s i r e d ,  to  d is s o lv e  c a r t e l  and merger arrangem ents , and 
(6 ) to  p rov ide  s o c ia l  and w e lfa re  s e rv ic e s  to  la b o re r s  in  the  coa l and 
s t e e l  i n d u s t r i e s , ^  Moreover, the  High A u th o r ity  was r e sp o n s ib le  only 
to  a m u l t in a t io n a l  p a r l ia m e n t,  the  Common Assembly, which had power to  
review and pass  on High A u tho rity  a c t io n s  and to  fo rc e  the  l a t t e r * s  
r e s ig n a t io n  through a vote  o f censu re ,  and a m u l t in a t io n a l  c o u r t ,  the 
Court o f  J u s t i c e ,  which e s ta b l i s h e d  the  l e g a l i t y  of ex ecu tiv e  a c t io n s  
and had the  fo rce  of law throughout the  Community. The only d i r e c t  
n a t io n a l  c o n tro l  came through the  Council of M in is te rs  which served as 
a n a t io n a l  adv iso ry  body and as the  in te rm ed ia ry  between the  ECSC and 
the  member n a t i o n s . ? Even h e re ,  however, a c t io n s  were decided by 
m a jo r i ty  r u le  so t h a t  no s in g le  n a t io n  had c o n tro l  of the  Community's 
d e c i s io n s .8
The f i r s t  s te p  a t  economic o rg a n iz a t io n  led  u l t im a te ly  to  the  f o r ­
mation of two o th e r  a g en c ie s— the EEC and th e  European Atomic Energy 
Commission (Euratom). Experiences w ith  the  ECSC qu ick ly  po in ted  out 
t h a t :
. . . i n t e g r a t i o n  by s e c to r s  could only y ie ld  l im i te d  
r e s u l t s .  I t s  r e s t r i c t e d  scope, unconnected w ith  the 
o th e r  p a r t s  of the  economic and f in a n c i a l  system, 
ru le d  out any la r g e - s c a le  a c t i v i t i e s  and made i t  
im possib le  to  ach ieve an o v e r - a l l  e q u i l ib r iu m . To 
sweep away from European p ro te c t io n ism  and economic 
n a t io n a lism  w ith  t h e i r  r e s u l t i n g  high p roduc tion  
c o s ts ,  high c o s ts  of l iv in g  and economic s ta g n a t io n ,  
a d i f f e r e n t  approach was r e q u i re d ,  a wide a t t a c k  in  
more than one dimension as i t  were; i t  must have the 
depth of i n t e g r a t i o n  and the  wide scope of a f re e in g  
of t r a d e .  This approach was provided f i r s t  by the 
Beyen P lan and then  by the  Spaak R ep o r t , which marked 
the  f i r s t  s te p  towards the  Common M arket.^
^Schm itt,  Op. C i t . ,  pp. 169-205.
7I t s  fu n c t io n  was s ta t e d  in  the  T rea ty  in  t h i s  manner; . .
to  c o -o rd in a te  and harmonize th e  work of the  High A u tho r ity  w ith  the  
gen e ra l  economic p o l i c i e s  of th e  in d iv id u a l  member governments . 11
Q
Schm itt ,  0j>_. C i t . , Chapters V through IX.
Q
J .  F. Deniau, The Common M arket; I t s  S t ru c tu re  and Purpose 
(London; B a r r ie  and R o c k l i f f  w ith  P a l l  M all P re s s ,  1959), p . 6 .
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The i n s t i t u t i o n a l  framework of the  EEC p a r a l l e l s  the  ECSC's 
a lthough  some im portant changes were made.-^ The European Community 
has i t s  Common Assembly, the  European P a r liam en t,  made up of 142 
r e p re s e n ta t iv e s  e le c te d  from and by th e  member n a t io n s ’ p a r l ia m e n ts  
and r e sp o n s ib le  fo r  handling  m a t te rs  p e r ta in in g  to  p o l ic y  and procedure, 
and i t s  Court of J u s t i c e ,  composed of seven judges  a ided  by two advo­
c a te s  g e n e ra ls .  The Court e x e rc is e s  j u r i s d i c t i o n  over both  member 
s t a t e s  and in d iv id u a l  c i t i z e n s  of those  s t a t e s  and m ain ta in s  power to  
condemn or a f f i rm  t h e i r  a c t io n  o r in a c t io n  a t  the  re q u e s t  o f the  admini­
s t r a t i v e  body of th e  Community. In  a d d i t io n ,  the  T rea ty  p rov ides  fo r  
an Economic and S o c ia l  Committee, a Monetary Commission, a European 
Investm ent Bank and a European S o c ia l  Fund. An e s s e n t i a l  d i f f e re n c e  
from the  ECSC concerns the d e c is io n  making a u th o r i ty  or th e  Council of 
M in is te r s .  This Council, composed of one r e p re s e n ta t iv e  from each 
member n a t io n  i s  not designed to  be t o t a l l y  independent as was the 
High A u th o r ity .  R a ther ,  the  m in is te r s  merely re p re s e n t  t h e i r  re sp e c ­
t i v e  governments in  co o rd in a t in g  g e n e ra l  economic p o l i c i e s  fo r  the  
Community and in  determ ining  the  program necessary  to  implement and 
m ain ta in  the  Community. W ithin the  Council the  v o tes  a re  weighted so 
th a t  the  l a r g e r  c o u n tr ie s  e x e r t  more c o n t ro l  than the  sm a lle r  o n e s .H  
In  a l l  o th e r  Community bodies the  vo tin g  i s  on the  b a s is  of a sim ple 
m a jo r i ty ;  consequen tly , the  la r g e r  s t a t e s  a re  unable to  impose t h e i r  
d e s i r e s  on the  Community a t  l a r g e .
The Rome T rea ty  a lso  p rov ides  fo r  a Commission to  se rv e  as the  
a d m in is t r a t iv e  arm of the Community and to  re p re s e n t  the  common
i n t e r e s t — th a t  i s ,  to  be r e sp o n s ib le  to  th e  Community as an e n t i t y  and
not to  any s in g le  member. The Commission i s  composed of n ine  members 
who, once app o in ted , a re  fo rb idden  to  communicate w ith  t h e i r  n a t io n a l  
s t a t e s  about Community p o l ic y .  T he ir  prim ary fu n c tio n s  in c lu d e :
(1) developing  and p re se n t in g  p ro p o sa ls  fo r  approval by th e  Council of
M in is te r s ;  (2) observ ing  the  methods suggested  to  ca r ry  out th e  T reaty
and where n ecessa ry  c a l l in g  a t t e n t i o n  to  the  a c t io n s  of firm s and 
governments reg a rd in g  th ese  methods ( th a t  i s ,  se rv in g  as a re g u la to ry  
agency); and, (3) m ediating and c o u n se l l in g  w ith  the  v a r io u s  n a t io n a l  
governments through the  Council of M in is te r s .  In  the  Community i t s e l f  
i t  i s  the Commission th a t  su g g es ts  p ro p o sa ls  and the  Council of 
M in is te rs  t h a t  determ ines whether to  execute  and ca r ry  out th e se
A r t ic le s  137-209 d e f in e  the  o r ig i n a l  i n s t i t u t i o n a l  framework.
For d e t a i l s  o f  changes s in ce  then  see :  Carol Ann Cosgrove and K. J .
T w itc h e t t ,  "Merging the  Communities: A M iles tone in  West European
I n t e g r a t i o n , "  O rb is ,  X I I I ,  Number 3 ( F a l l ,  1969), pp. 848-864.
**A m a jo r i ty  of weighted v o tes  determ ines most i s s u e s ;  however, in  
c e r t a in  a reas  unanimous agreement i s  n ecessa ry .  The Council of Mini­
s t e r s  i s  u s u a l ly  a s s i s te d  by v a r io u s  r e p re s e n ta t iv e s  of t h e i r  govern­
ment; e . g . ,  i f  a g r i c u l tu r a l  m a t te rs  a re  on the  agenda, the  governmental 
o f f i c i a l s  in  charge of t h a t  a re a  w i l l  a s s i s t  h i s  r e p re s e n ta t iv e  on the 
Council; i f  sh ipp ing  i s  the  i s s u e ,  then  a d i f f e r e n t  r e p re s e n ta t iv e  would 
a s s i s t  and so f o r th .
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su g g e s t io n s .  This power of p ro p o sa l  i s  an e f f e c t i v e  in s trum ent in  
removing the  o b s ta c le  most fea red  by each member, the  o th e r  members' 
n a t io n a l ism . I t  allow s the Commission to  g e n t ly  prod th e  member s t a t e s '  
op in ions  and to  modify and a l t e r  suggested  p ro p o sa ls  which o therw ise  
would be u n accep tab le ,  p a r t i c u l a r l y  i f  they  were proposed by in d iv id u a l  
g o v e r n m e n t s . 1 2  i t  i s  p r im a r i ly  through such dev ices  t h a t  the  t im e ta b le  
o f u n io n iz a t io n  was speeded up.
The T rea ty  i t s e l f  encompasses a w ider magnitude of economic p o l ic y  
measures than  did  th e  P a r i s  T rea ty .  In  t h i s  sen se ,  i t  i s  a much more 
ex te n s iv e  document. At th e  same, tim e, however, a few s p e c i f i c  r u le s  
and r e g u la t io n s  a re  in c lu d ed ; in s t e a d ,  the  p a r t i c u l a r s  a re  l e f t  up to  
the  d i s c r e t io n  of the  Commission and the  Council of M in is te r s .  The 
i n s t i t u t i o n a l  c h a ra c te r  emerges in  t h i s  way.’
The T rea ty  s e t s  up an e la b o ra te  bu t e f f e c t i v e  system of 
checks and ba lances  to  a id  th e  fu s io n  o f i n t e r e s t s .  In  
t h i s  sense th e  T reaty  i s  a v e r i t a b l e  c o n s t i t u t i o n  . . . 
th e  Community's a c t io n s  a re  s u b je c t  to  the  r u le  of law, 
as embodied in  the  founding T rea ty  and in  the  b a s ic  
p r in c ip l e s  of Western ju r i s p ru d e n c e .  F i n a l l y ,  and most 
im p o rtan t,  . . . the  Community's s t r u c t u r e — i t s  c o n s t i ­
t u t i o n —however im perfec t i t  may s t i l l  be ,  i s  dem ocra tic , 
open to  in sp e c t io n  and c r i t i c i s m ,  and in  the  l a s t  r e s o r t  
su b je c t  to  the  consent of the  Community's peoples and t h e i r  
e le c te d  r e p r e s e n t a t i v e s .13
The Rome Treaty
The Rome T re a ty ,  which i s  the  b lu e p r in t  of the  Community o rg a n i­
z a t io n ,  c o n ta in s  f iv e  b a s ic  measures. Implem entation of th ese  measures 
a s su re s  the c r e a t io n  of a homogeneous economic union adhering to  the  
g e n e ra l ly  accep ted  economic p o l ic y  goa ls  of f u l l  employment, p r ic e  
s t a b i l i t y ,  rap id  economic growth, and i n t e r n a t i o n a l  eq u il ib r iu m  in  the  
re g io n a l  balance of payments. The f iv e  in d i s p e n s ib le  economic in g re ­
d ie n ts  the  T rea ty  embodies a re :
(1) th e  a b o l i t i o n  of a l l  t r a d e  b a r r i e r s  w ith in  the
Community i t s e l f  and the  i n s t i t u t i o n  of a common 
e x te rn a l  t a r i f f  (CXT) between the  EEC and the 
o u ts id e  world.
(2) the development of common p o l i c i e s  in  a g r i c u l tu r e
and t r a n s p o r t .  The l a t t e r  d e a ls  w ith  p o s s ib le  t ra d e
^C oppe , Ojk C l t , , pp. 274-275.
13W alter H a l l s t e in ,  "The European Economic Community," P o l i t i c a l  
Science Q u a r te r ly , LXXVIII, No. 2 (June 1963).
14See A r t i c l e  I I I  o f  the  T reaty  of Rome.
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r e s t r i c t i o n s  which can occur through d isc r im in a to ry  
f r e i g h t  r a t e s  and marks of o r ig in ;  the  form er, among 
o th e r  th in g s ,  c a l l s  fo r  uniform p r ic e  le v e l s  w i th in  
the EEC.
(3) the f re e  and u n r e s t r i c t e d  passage of f a c to r s  of 
p roduction  between the  member s t a t e s .
(4) the discouragement of c a r t e l s  and s im i la r  t ra d e
r e s t r a i n i n g  dev ices  u n le ss  the  governing a u t h o r i t i e s  
a re  shown th a t  the  r e s u l t s  of th e se  o rg a n iz a t io n s  can 
be b e n e f i c i a l  to  the Community.
(5) the  f u l l  c o o rd in a t io n  of n a t io n a l  f i s c a l ,  monetary 
and ba lance  of payments p o l i c i e s  designed to  p rov ide  
low le v e ls  of unemployment, s t a b l e  p r ic e s  and in te r n a ­
t i o n a l  eq u i l ib r iu m  throughout th e  member s t a t e s .
The form idable ta sk  of implementing th ese  f iv e  fundamental goals 
and the com plex it ies  of the problems which arose  w ith  the  in t e g r a t i o n  
of the s ix  economies a re  not our immediate c o n c e r n . 15 The c u r re n t  
s t a tu s  of the EEC endeavor and the immediate problems i t  f a c e s ,  however,
a re  concerns of t h i s  s tudy because i t  i s  from th ese  th a t  the  p o t e n t i a l
b e n e f i t s  and lo s s e s  of membership fo r  Greece must be measured.
Free Movement of Goods (A r t ic le s  9-37) ^
The a b i l i t y  of the  Six to  i n i t i a t e  ex te n s iv e  t ra d e  l i b e r a l i z a t i o n  
was g e n e ra l ly  enhanced by a favo rab le  economic c lim a te  and an expanding 
gross  n a t io n a l  product in  the  s ix  n a t io n s  during  the per io d  of t r a n s i ­
t io n .  P r io r  to  the  t im e ta b le  d a te  e s ta b l i s h e d  in  the  Rome T reaty  
(December 31. 1969), a l l  t a r i f f s  and quotas on i n t e r n a l  t ra d e  were 
e l im in a te d .  T a r i f f s  were cu t in  l i n e a r  fa sh io n  by a s e t  percen tage  
of the  r a t e  e x i s t in g  p r io r  to  the  form ation  of the  EEC. However, c e r ­
t a in  items (p r im a r i ly  those  l i k e ly  to  be s u b je c t  to  severe  r e lo c a t io n  
e f f e c t s  or r e q u ir in g  ted ious  n e g o t ia t io n )  were d e a l t  w ith  by s p e c ia l  
r e g u l a t i o n .18
With the e l im in a t io n  of intra-Community t a r i f f s  and q u o ta s ,  a 
common e x te rn a l  t a r i f f  w ith  the  r e s t  of the  world was in tro d u ced .
l^See the g e n e ra l  sources  in  fo o tn o te  th re e  fo r  d e t a i l s .
^ T h e  te x t  of the Rome T rea ty  i s  r e a d i ly  a v a i la b le  in  s tan d a rd  
textbooks on the s t r u c tu r e  of the  EEC.
■^United S ta te s  Department of Commerce, Overseas Business R e p o r ts , 
No. 68-29 (June 1969), p. 2.
1 8 Of prime importance in  t h i s  a rea  were a g r i c u l tu r a l  p ro d u c ts .
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According to  GATT r e g u la t io n s ,  t h i s  common t a r i f f  could no t exceed the  
a r i th m e t ic  average of the  e x i s t in g  t a r i f f s  in  e f f e c t  a t  the  e s t a b l i s h ­
ment of such a union , i . e . ,  p r io r  to  January  1, 1957. ^  In  a d d i t io n ,  
a coord ina ted  commercial p o licy  was undertaken  and in d iv id u a l  govern­
ments were r e l ie v e d  of t h e i r  r e s p o n s i b i l i t y  fo r  t a r i f f  n e g o t ia t io n s .
A g r ic u l tu re  (A r t ic le c  38-47)
The a g r i c u l t u r a l  s e c to r  was ignored a t  the time the  European Com­
munity was e s ta b l i s h e d  because i t  involved much more than the  removal 
of t ra d e  r e s t r i c t i o n s ;  consequently , even today only minimal b e n e f i t s  
have accrued from u n io n iz a t io n  in  t h i s  s e c to r  of the  economy and many 
problems s t i l l  must be overcome. The i n i t i a l  common a g r i c u l t u r a l  
program (designed in  the  e a r ly  s i x t i e s  and modified co n s id e rab ly  s in c e  
then) c o n ta in s  only the  b a r e s t  of p a r t i c u l a r s  and does not remove r e ­
s t r i c t i o n s  to  f r e e  t ra d e  on a g r i c u l tu r a l  p roducts  w i th in  the EEC nor 
lower Community b a r r i e r s  of a g r i c u l tu r a l  p r o te c t io n  toward the  r e s t  of 
the w orld . The common a g r i c u l tu r a l  p o l ic y  goals  inc lude  the  e s t a b l i s h ­
ment of a uniform p r ic e  l e v e l  w ith in  the  EEC, a system of v a r i a b le  im­
p o r t  d u t ie s  on a g r i c u l tu r a l  goods from o u ts id e  the  reg ion  ( in  o rd e r  to 
c u l t i v a t e  a p re fe re n c e  fo r  Community p ro d u c ts ) ,  the  in t ro d u c t io n  of 
export s u b s id ie s  to  perm it EEC commodities access to  world m arkets ,  
and the development of a genera l  fund to  f inance  support p r ic e s  and ex­
p o r t  s u b s i d i e s . 20
The d i f f i c u l t i e s  p rec lu d in g  any sim ple s o lu t io n  to  the  problems 
of the  a g r i c u l t u r a l  s e c to r  in c lu d in g  h ig h ly  d i s s im i la r  p roduc tion  c o s ts  
among the  members, vary ing  needs fo r  p r ic e  support p o l i c i e s  in  o rd e r  to 
cope w ith  th ese  d i f f e r i n g  co s t  s t r u c t u r e s ,  and d iv e rg e n t  import and 
quota  r e s t r i c t i o n s .  On top of t h i s  th e re  i s  an o v e r a l l  d e s i r e  on the  
p a r t  of the  Community to  m ain ta in  s e l f - s u f f i c i e n c y  w hile  a t  the  same 
time r e lo c a t in g  th re e  to  f iv e  m i l l io n  farm ers in to  s t ro n g e r  a reas  of the  
economy to  in su re  s t r u c t u r a l  responses and a com petitive  p r ic e  l e v e l . 21
How r e s t r i c t i v e  the  Community's a g r i c u l tu r a l  p o l ic y  w i l l  be r e s t s  
on one c r u c ia l  c o n s id e ra t io n — the t a r g e t  o r i n t e r n a l  support p r ic e  
chosen. Low p r i c e s ,  and the  r e s u l t i n g  import le v ie s  which accompany 
them to  e q u a l iz e  import and domestic p r i c e s ,  allow  s u b s t a n t i a l  im ports ;  
high t a r g e t  p r ic e s  d iscourage  (or com pletely  e l im in a te )  im ports  and 
e v e n tu a l ly  lead  to  expanded European p roduc tion  and probably  su rp lu se s  
in  a g r i c u l t u r a l  p ro d u c tio n .
19Gerald A. Curzon, M u lt i -L a te ra l  Commercial Diplomacy: The Gen­
e r a l  Agreement on T a r i f f s  and Trade and I t s  Impact on N a tio n a l Commer­
c i a l  P o l i c i e s  and Techniques (New York: F. A. P raeg e r ,  1966), p. 99.
20 "The EEC and U. S. A g r ic u l tu r e ,"  Business C o n d it io n s , F edera l 
Reserve Bank of Chicago B u l le t in  (February 1970), p. 7.
21 "EEC Farm P o licy :  Messy but no t P la in  D a f t ,"  The Economist,
234 (March 28, 1970), p. 34.
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The Community membership chose the high t a r g e t  p r ic e  (and th e r e ­
fo re  minimal p o l i t i c a l  d iscom fort)  which in  f a c t  s t im u la te d  the  a g r i ­
c u l t u r a l  s e c to r  and led  to  s ig n i f i c a n t  su rp lu se s  which must e i t h e r  be 
s to re d  o r dumped on " e x te rn a l"  markets a t  p r ic e s  f a r  below the  support 
p r ic e .  I f  the gains from f re e  t ra d e  a lread y  acknowledged in  the  
i n d u s t r i a l  s e c to r  of the economy a re  allowed to  f i l t e r  down through 
the  a g r i c u l tu r a l  s e c to r  s u b s t a n t i a l  s a c r i f i c e s  must be sq u are ly  faced , 
p a r t i c u l a r l y  by the farm ers in  the r e l a t i v e l y  i n e f f i c i e n t  a g r i c u l t u r a l  
a r e a s .22
The a g r i c u l tu r a l  program n e c e s s i t a t e s  a system of f in a n c i a l  
support by the member governments p lus  c o n tro ls  on im ports from non­
member n a t io n s .  The j o i n t  support flows in to  the  European Gu4dance and 
Guarantee Fund which ad m in is te rs  the  common a g r i c u l t u r a l  program. I t s  
revenues d e r iv e  p a r t ly  from the  monies c o l le c te d  under the  v a r ia b le  
import duty system and p a r t l y  from d i r e c t  c o n tr ib u t io n s  from n a t io n a l  
governments. I d e a l ly ,  the  Fund a lso  p rov ides  r e t r a in in g  expenses, ad­
v iso ry  s e rv ic e s  and improved c r e d i t  f a c i l i t i e s ;23 however, in  r e a l i t y  
few funds flow in to  th ese  a re a s .
Harmonizing a g r i c u l tu r a l  support programs does no t p rev en t c r i s i s  
a f t e r  c r i s i s  from develop ing . In a d d i t io n ,  the  f in a n c i a l  co s t  of the  
common a g r i c u l tu r a l  program i s  tremendous. ^ The c o s t - s h a r in g  a rran g e­
ment i s  such th a t  each EEC member c o n t r ib u te s  to  the  Fund under an 
agreed-upon formula and each re c e iv e s  reimbursement from the  Fund fo r  
expenses incu rred  w hile  supporting  a g r i c u l tu r a l  p r ic e s  in  i t s  own 
t e r r i t o r i e s .  T herefo re ,  some c o u n tr ie s  a re  n e t  c o n t r ib u to r s  w hile  
o th e rs  a re  n e t  r e c e iv e rs  of Fund money. The concept of j o i n t  f in a n c i a l  
r e s p o n s i b i l i t y  causes very s e r io u s  c o n f l i c t s  of i n t e r e s t  between the  
high co s t  and low cos t  producer n a t io n s ,  making even modest a l t e r a t i o n s  
in  the p r ic e  support l e v e l  d i f f i c u l t  to  a t t a i n . 25
There has been ex te n s iv e  m ig ra tio n  out of a g r i c u l tu r e  and 
c o n so lid a t io n  of sm all ho ld ings  s in c e  1960 when the  EEC n a t io n s  had 
o n e - te n th  as much land under c u l t i v a t i o n  as the  United S t a t e s ,  but 
twice as many farm ers. D esp ite  a l l  e f f o r t s ,  e x ten s iv e  r e lo c a t io n  i s  
s t i l l  necessa ry .
23The Economist, Op. C i t . , p . 32.
24According to  the  F edera l Reserve Bank of Chicago B u l l e t i n ,  Op. 
C i t . , p . 1: " I f  the a g r i c u l t u r a l  budgets of the  s ix  n a t io n s  a re  added
to  the  c o s ts  of the  Guidance and Guarantee Fund, i t  has been es tim ated  
th a t  t o t a l  a g r i c u l tu r a l  p o l ic y  c o s ts  in  the  Common Market C oun tr ies  
exceeded $8 b i l l i o n  in  the  year  ended June 1969. The U. S. a g r i c u l ­
t u r a l  budget co s t  about $6 b i l l i o n  in  the  same p e r io d ."
25Harold van B. C leveland , "The Common Market a f t e r  d eG au lle ,"  
Foreign A f f a i r s , XLVII, No. 4 (Ju ly  1969), pp. 697-710.
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U nified  p r ic e s  and j o i n t  f in a n c i a l  r e s p o n s i b i l i t y ,  the  b a s ic  p a i r  
of prem ises on which th e  Community's a g r i c u l tu r a l  p o l ic y  r e s t s ,  encou­
raged expansion of the  a g r i c u l t u r a l  s e c to r  (and burdensome su rp lu se s  of 
some p roduc ts)  and made the  concept of co s t  sh a rin g  p o l i t i c a l l y  un ten­
a b le .  Recognition  of the dead-end n a tu re  of th e se  p o l i c i e s  led  the  
Commission to  propose the  Mansholt P lan  in  1969.
The Mansholt P lan seeks to  encourage excess lab o r  in  the  a g r i c u l ­
t u r a l  s e c to r  to  v aca te  t h e i r  farm s, and a t  the  same tim e, to  r a i s e  the  
te c h n o lo g ic a l  e f f i c i e n c y  of remaining farm o p e ra t io n s .  I t  hopes to  lay  
the  groundwork fo r  lower t a r g e t  p r ic in g  (and an end to  s u r p l u s e s ) , con­
s o l id a t i o n  of farm ho ld ings  to g e th e r  w ith  a re d u c t io n  in  c rop land , and 
u l t im a te ly ,  a h ig h er  s tan d a rd  of l iv in g  among farm ers . U n fo r tu n a te ly ,  
im plem entation of the  p lan  r e q u i re s  many years  and a d is r u p t io n  of 
t r a d i t i o n a l  p a t t e r n s  of a g r i c u l t u r e . 26 Thus, a s id e  from the  a d d i t io n a l  
f in a n c i a l  burden invo lved , i t  may be a p o l i t i c a l l y  expensive program.
Free Movement of P e rso n s , S e rv ices  and C a p i ta l  (A r t ic le s  48-73)
D isc rim in a t io n  in  employment based on n a t i o n a l i t y  and working con­
d i t i o n s  i s  p ro h ib i te d  by the T rea ty  of Rome. The T rea ty  developed 
th e se  ideas  e x te n s iv e ly  in  o rd e r  to  d iscourage  any a ttem pts  a t  o v e r t  or 
co v er t  r e s t r i c t i o n s  by the  member n a t io n s .  In a d d i t io n ,  to  enhance 
resou rce  e f f i c i e n c y ,  the  r e lo c a t io n  of lab o r  i s  encouraged by a c o o rd i­
na ted  s o c ia l  s e c u r i ty  system , r e t r a i n i n g  and r e s e t t le m e n t  o u t la y s  and 
the  e l im in a t io n  of a l l  l e g a l  o b s ta c le s  to  f r e e  m o b i l i t y .27 Conse­
q u e n t ly ,  movement of su rp lu s  lab o r  to  ano ther  country  i s  p ro h ib i te d  only 
when employment i s  u n a v a i la b le .
The in te g r a t i o n  of c a p i t a l  m arkets was more d i f f i c u l t  to  achieve 
a lthough  from the  beginning  a l l  Community members adhered to  A r t i c l e  
V III  of the  I n te r n a t io n a l  Monetary Fund A g r e e m e n t . 28 which in  essence 
p rev en ts  any r e s t r i c t i o n s  from being i n s t i t u t e d  on c u r re n t  payments 
and t r a n s f e r s  in  world t r a d e ,  i . e . ,  on s h o r t- te rm  funds. The Rome 
T reaty  considered  long term c a p i t a l  flow r e s t r i c t i o n s  improper i f  they 
i n t e r f e r e d  w ith  the  o p e ra t io n  of th e  Community. U n fo rtu n a te ly  no d e f i ­
n i t i o n  of what c o n s t i t u t e s  i n t e r f e r e n c e  developed; however, the  im p li-
^ I b l d . , p . 706, and "EEC: E f fe c ts  of a P o l ic y ,"  Monthly Review,
B u l le t in  of the  San F ranc isco  F edera l  Reserve Bank, (March 1970), p. 75.
27A n n a -Ju l ie t t  Pouyat, "Freedom of Movement W ithin the  Common 
Market: Harmonization of Labor L e g is l a t io n ,"  Review of the In te rn a t io n a l
Commission of J u r i s t s ,  IX (December 1968), pp. 45-59,
Ninth Annual Report on Exchange R e s t r i c t i o n s , (Washington: 
I n te r n a t io n a l  Monetary Fund, 1958), pp. 4-8.
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c a t io n s  was th a t  c a p i t a l  movements were f r e e  to  respond to  d i f f e r e n t i a l s  
in  investm ent y ie ld s  and in  p r a c t i c e  t h i s  was f o l l o w e d . 29
Free movement of b u s in e ss  e n t e r p r i s e  i s  a lso  an in t e g r a l  p a r t  of 
the b a s ic  design  of the  Community. Free movement i s  p o s s ib le  as long 
as the  f irm  or in d iv id u a l  adheres to  the  l e g a l  requirem ents  of the  hos t 
coun try .  Needless to  say i t  a lso  assumes th a t  a l l  le g a l  systems a re  
m odified to  p r o h ib i t  any d isc r im in a to ry  p r a c t i c e s  toward fo re ig n -b ased  
b u s i n e s s m e n . 30 Although some o b s ta c le s  to  f r e e  f a c to r  m o b il i ty  
undoubtedly e x i s t ,  s u b s t a n t i a l  p ro g ress  i s  being made in  t h i s  a re a .
T ra n sp o r ta t io n  (A r t ic le s  74-84)
A common t r a n s p o r t  p o l ic y  re q u ired  s im i la r  l e g a l  and o p e ra t io n a l  
r e g u la t io n s  along w ith  abolishm ent of d isc r im in a to ry  f r e ig h t  r a t e s  and 
c o u n t ry -o f -o r ig in  l e v i e s .  In tro d u c in g  such measures in to  th e  Community 
was s im p l i f ie d  somewhat by the  n a tu re  of ownership of European t r a n s p o r t  
f a c i l i t i e s .  G enera lly  th ese  a re  owned and opera ted  as government e n te r ­
p r i s e s  and a l t e r a t i o n  of procedures  can be handled through government 
channels .  Furtherm ore, from the  beginning  co n d it io n s  in  the  Community 
favored the  adoption  of a more c o n t in e n ta l  s c a le  of o p e ra t io n s  and the  
development of new methods of t r a n s p o r t  and communications responsive  
to  Community needs.
A g re a t  d ea l  of c o o rd in a t io n  in  r a i l ,  p ip e l in e ,  highway and in lan d  
waterway t r a n s p o r ta t io n  o ccu rred ,  e l im in a t in g  many p o te n t i a l  d i s t o r t i o n s  
in  com petitive  c o n d i t io n s .  Moreover th e  European Investment Bank made 
funds a v a i la b le  to  improve the  e f f i c i e n c y  of the t r a n s p o r t  system w ith in  
the  re g io n a l  ne tw ork .31 This served both  to  supplement and to  encourage 
th e  o v e r a l l  i n t e g r a t i o n  scheme.
Competition (A r t ic le s  85-94)
Any p r a c t i c e s  or a s s o c ia t io n s  whose o b je c t iv e  o r r e s u l t  i s  the  
"p re v e n tio n ,  r e s t r i c t i o n  or d i s t o r t i o n  of com petition  w ith in  the  Common 
Market" a re  p ro h ib i te d  under A r t ic le  85 of the  T rea ty .  Since p o s s ib le  
gains from in te g ra te d  markets can be e rased  through in c reased  concen­
t r a t i o n ,  p ro v is io n  i s  made to  outlaw c e r t a i n  p r a c t i c e s  l i k e l y  to
29Ingo W alter ,  I n t e r n a t io n a l  T rade , (New York: Ronald P re s s ,  1968),
p. 274. For a survey of the  d i r e c t io n  of c a p i t a l  flows see Geoffrey 
P a rk er ,  An Economic Geography of the  Common M arket, Chapter IV (New 
York: F red e r ick  A. P raeg e r ,  1969), pp. 56-84.
30R, R. E ly , I I I ,  "Free Trade American S ty l e , "  American Bar 
A sso c ia t io n  J o u r n a l , LVI (May 1970), pp. 470-74.
31B. Jonckheere , "A Common T ransport P o l ic y ,"  Free Labour World 
(October 1968), pp. 16-19.
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i n t e r f e r e  w ith  com petition  u n le ss  they lead  to  improved p ro d u c tio n ,  
te c h n o lo g ic a l  p ro g re s s ,  or a b e t t e r  d i s t r i b u t i o n  of goods. The mea­
su res  do no t d iscourage  or p reven t mergers and c a r t e l  type agreem ents , 
bu t only r e q u i re  t h a t  th ese  be r e g i s t e r e d .  Once t h i s  i s  done the
arrangement i s  assumed to be advantageous, i . e . ,  of a com petitive
n a t u r e . 3 2
Many such mergers and agreements took p lace  a t  the time the  EEC
was formed and they were not s u b s t a n t i a l l y  qu es tio n ed . The Court of
J u s t i c e  g e n e ra l ly  upholds Commission ru le s  and r e g u la t io n s  which are  
passed down bu t as in  most n a t io n s ,  the burden of proof r e s t s  on the 
Market a u t h o r i t i e s ,  who have n e i th e r  the  s t a f f  nor the  money to  in ­
v e s t ig a te  and b r in g  to  co u r t  a l l  p o t e n t i a l  v i o l a t o r s .
The American concept of p r ic e  f ix in g  and " b i g n e s s " 3 3  being  i l l e g a l  
p er  s e , i s  not p a r t  of EEC p o l i c y . 3 4  Furthermore co o rd in a t io n  in  the 
a rea  of n a t io n a l  a n t i - t r u s t  l e g i s l a t i o n  i s  minimal.
F i s c a l ,  Economic and Balance of Payments P o licy  (A r t ic le s  95-99,
103-116)
The EEC s in ce  i t s  beginnings enjoyed a g en era l  economic expansion 
and was not plagued by high unemployment or severe  i n f l a t i o n — a s i t u a ­
t io n  which minimized the n e c e s s i ty  fo r  a coord ina ted  economic p o l ic y .  
Although the v a r io u s  governments agreed on c o n s u l ta t io n ,  harm onization  
and co o rd in a t io n  w ith  re sp e c t  to  f i s c a l  and monetary p o l i c i e s  s e v e ra l  
t im es, i t  was not u n t i l  l a t e  1969 th a t  concre te  a c t io n  wa§_£prth_-
c o m i n g . 35
U n ti l  1975, when the European Parliam en t i s  to  gain  s tro n g  bud­
ge ta ry  powers, the Community r e l i e s  s o le ly  on c o n tr ib u t io n s  from each 
member to  su b s id iz e  the a g r i c u l tu r a l  program and o th e r  j o i n t  schemes. 
I n c re a s in g ly ,  however, th ese  c o n tr ib u t io n s  are  to  be supplemented by 
common customs d u t ie s  and import l e v i e s . 36
The need fo r  harm onization  in  f i s c a l  m a tte rs  became more ev id en t 
as i n f l a t i o n a r y  p re ssu re s  of d i f f e r i n g  s t r e n g th s  appeared in  Community 
n a t io n s .  Common p o l i c i e s  regard ing  i n d i r e c t  taxes  and g r e a te r  cooper­
a t io n  in  f i s c a l  and monetary p o l i c i e s  a re  recommended to  he lp  c o n tro l  
such p re s s u re s .  In 1967, a s tep  forward came w ith  the s ig n in g  of a 
value-added tax  agreement whereby the  n a t io n s  agreed to  s ta n d a rd i -
32W alter , 0£. C i t . ,  p. 276, and M. J .  A. Sasson, "Competition Pol­
icy :  More than " a n t i "  T r u s t , "  European Community (October 1969), p. 3.
33 In terms of "a  s ig n i f i c a n t  p o r t io n  of a r e le v a n t  m arket."
34E ly , 0£. C i t . ,  p. 472.
35"The European Common Market: The Next P hase ,"  Monthly Economic
L e t te r  of the New York F i r s t  N ationa l C ity  Bank (August 1970), p. 94.
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z a t io n  of t h a t  ta x  and th e  in t ro d u c t io n  of o th e r  measures which would 
ease  a d m in is t r a t iv e  d i f f i c u l t i e s . 37 By 1980, when f u l l  harm onization  
of economic and f in a n c i a l  p o l i c i e s  i s  scheduled to  take  p la c e ,  monetary 
c o o rd in a t io n  and harm onization  may be more com plete. Fu tu re  p lans  
a l read y  c a l l  fo r  a common currency , j o i n t  management of i n t e r n a t i o n a l  
r e se rv e s  and g r e a te r  r e s t r i c t i o n s  on exchange r a t e  f lu c tu a t io n s .
Undoubtedly s e r io u s  problems w i l l  a r i s e  as s ix  n a t io n s  w ith  d i f ­
f e r in g  s t r e n g th s  and weaknesses and d i f f e r in g  b u s in ess  c o n d i t io n s  and 
c a p a c i t i e s  s t r i v e  toward economic and monetary un ion . However, un less  
the  f i s c a l ,  monetary and wage p o l i c i e s  of th e  s ix  n a t io n s  a re  r e ­
s t r u c tu r e d  to  a d ju s t  to  d i f f e r i n g  economic c o n d i t io n s ,  freedom of t ra d e  
and payments w ith in  the  Community may be su b je c t  from time to  time to  
time to  r e s t r i c t i v e  t r a d e  and exchange c o n t r o ls .  The goals  o f  the  
T rea ty  of Rome a re  c o n s is te n t  only w ith  a complete harm onization  of 
domestic economic p o l i c i e s —w ithout t h i s  complete freedom of t ra d e  and 
payments on c u r re n t  and c a p i t a l  accoun ts ,  upon which economic union 
r e s t s  i s  im poss ib le .
Conclusion
The commercial, f i n a n c i a l ,  s o c i a l ,  p o l i t i c a l  and economic f a c to r s  
a t  work w ith in  the  Community a re  both numerous and com plicated . The 
s t r e n g th  of v a r io u s  fo rc e s  w ith in  the  Market u l t im a te ly  determ ines 
whether the  members succeed in  implementing the  f iv e  b a s ic  o b je c t iv e s .  
Undoubtedly, the  EEC w i l l  c r e a te  i t s  own p e r s o n a l i ty  as i t  develops; 
but i t  now faces  a number of complex s i t u a t i o n s  which fo rc e  each mem­
ber to  more f u l l y  a s se s s  th e  lo g ic a l  im p l ic a t io n s  t h a t  a re  forthcoming 
whenever a su p ra n a t io n a l  agency handles what o r ig i n a l l y  was a m a t te r  of 
s t r i c t l y  n a t io n a l  concern.
. . .  [A]s long as the goal [of European p o l i t i c a l  u n ity ]  
remained remote and la rg e ly  undefined i t  served  to  u n ify  the  
Six and to  p rov ide  a p o l i t i c a l  r a i so n  d ' e t r e  fo r  economic 
u n i f i c a t i o n .  As co n cre te  s te p s  were proposed to  g ive i t  
i n s t i t u t i o n a l  form, d e v is iv e  q u es tio n s  were r a i s e d  about 
the e x te r n a l  purpose , the  membership, and the  i n t e r n a l  
p o l i t i c a l  s t r u c t u r e  of the "Europe" the Six would c r e a t e . 3® 
The idea  of p o l i t i c a l  union s t i l l  hangs in  the  European 
a i r  . . . But i t  has ceased to  be a s tro n g  moving fo rce  
in  European p o l i t i c s  and in  the work of the Community. The 
Community i s  l iv in g  l a r g e ly  on momentum. Deprived of i t s  
u n ify in g  p o l i t i c a l  purpose , i t s  e f f o r t s  to  move f u r th e r
37 "The Value Added Tax in  Europe," Business C o n d it io n s , B u l le t in  
of the  F ed era l  Reserve Bank of Chicago (February 1971), p . 11.
9 0
C leveland , 0£. C i t . ,  p. 703.
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down the  road to  economic union a re  f r u s t r a t e d  by growing 
c o n f l i c t s  of economic i n t e r e s t . ^9
In  th e  p a s t ,  c r i s i s  a f t e r  c r i s i s  brought out th e  b e s t  in  the  European 
Community; only time w i l l  t e l l  i f  th e  fu tu r e  holds s im i la r  promise.
3^ I b i d . , p . 704
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